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Is Insurance Your Responsibility? 
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rate analysts to supervise costs at all times ... and experts to help speed claim settlement 
actuaries and qualified consultants to help set up and check employee benefit programs 


For insurance protection geared to the specific needs of your organization, draw upon the 
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Western Hemisphere. 
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Editorial material in THE CONTROLLER is 
selected in accordance with the following: 


CONCEPT OF MODERN CONTROLLERSHIP 
of Controllers Institute of America 


1. To establish, coordinate and admin- 
ister, as an integral part of management, 
an adequate plan for the control of opera- 
tions. Such a plan would provide, to the 
extent required in the business, profit plan- 
ning, programs for capital investing and 
for financing, sales forecasts, expense budg- 
ets and cost standards, together with the 
necessary procedures to effectuate the plan. 


To compare performance with operat- 
mg cpr and standards, and to report and 
interpret the results of operations to all 
levels of management and to the owners of 
the business. This function includes the 
formulation and administration of account- 
ing policy and the compilation of statisti- 
cal records and special reports as required, 


3. To consult with all segments of man- 
agement responsible for policy or action 
concerning any phase of the operation of 
the business as tt relates to the attainment 
of objectives and the effectiveness of pol- 
ities, organization structure and procedures. 


4. To administer tax policies and pro- 
cedures. 


5. To supervise or coordinate the prepa- 
ration of reports to governmental agencies. 


6. To assure fiscal protection for the as- 
sets of the business through adequate in- 
ternal control and proper insurance cover- 
age, 


7. To continuously appraise economic 
and social forces, and government influ- 
ences, and interpret their effect upon the 
business, 
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THE ESSENTIAL NATURE OF DEMOCRACY 


Editors, THE CONTROLLER: 

While agreeing substantially with 
J. Henry Landman in the personal views 
he expressed in his review of the book, 
The United States in the World Arena 
(THE CONTROLLER, July 1960, p- 342), 
I take exception to one aspect of his re- 
marks. 

At several places in his review-—one 
which speaks well for the book, inciden- 
tally—Mr. Landman employs the words 
“philosophy” and “‘practice”’ interchange- 
ably. He uses the terms “tradition’’ and 
“policy” in a similar manner. Thereby he 
proceeds to a comparison of the democ- 
racies and the communist countries, say- 
ing that they are adopting one another's 
civilization. 

After citing a few ways in which the 
two systems seem to be taking over each 
other’s practices, such as in the subsidiza- 
tion of farming and the use of graduated 
wage scales, Mr. Landman states: 

“They are really engaged in a battle of 
labels. The democracies offer freedom of 
speech, press and the right to vote. The 
communists promise bread and butter and 


an economic millennium.”’ 

Though evidently a man of independ- 
ent ideas, Mr. Landman seems to be echo- 
ing a certain familiar type of confusion or 
superficiality regarding the essential na- 
ture of democracy. The fact is, as I am 
sure Mr. Landman actually knows well, 
that this form of human civilization, de- 
mocracy, is rooted in an idea not shared 
by the communists. This idea, this prin- 
ciple, is the dignity of the individual. 

True, if the democracies offered free 
speech but failed to provide the oppor- 
tunity or means for eating adequately, the 
ideal of free speech would have little 
meaning: people would be too busy hunt- 
ing for food to care about it. 

By the same token, when the com- 
munists promise economic abundance but 
conspicuously fail to extend the hope of 
free speech and related freedoms, they 
offer the prospect of physical existence 
having little significance in terms of the 
essential rights and values that distinguish 
human beings from animals. The people 
of communist countries may not miss 
their freedom as much as those who are 


THINKING OF HIRING A METHODS MAN TO 
HELP YOUR OFFICE OPERATION? 


Ask these questions first: 


Do you have a program for him to administer ? 

How will he work with your divisions and departments ? 
Have his techniques been successfully proven on the job? 
Have you scheduled his work for completion ? 

Is he a technician or an administrator? 


The Frank Knox Company has helped scores of companies solve the 
problem of staffing a methods and procedures unit. It has furnished 
standard techniques, organized programs, set up staff-line relations and 
provided other needed organizational requirements. Find out how 
Knox can help your company save money—increase clerical work out- 
put. Send for complete information, today. No obligation. 


THE FRANK M. KNOX COMPANY, INC. 
MANAGEMENT CONSULTANTS 


60 East 42nd Street 
New York 17, New York 


1405 East 6th Street 
Cleveland 14, Ohio 





used to it would; but this is a special 
kind of tragedy in itself. 

“Freedom of speech” is no label; it js 
a principle of a truly advanced human 
civilization. Nor is ‘“economic millennium” 
a label; it is a worthwhile goal. But if jt 
is not accompanied by acknowledgment 
of the value and rights of every individual 
man, woman and child on this earth, jt 
will be an empty exercise. The commu. 
nists’ utilization of nonideological tools 
and technologies, which may have orig. 
inated with the democracies, should not 
be allowed to obscure this fact. 
J. M. CHRISTOPHER 
New York 


ORIGIN OF RETIREMENT AT 65? 


Editors, THE CONTROLLER: 


The attached clipping on the subject of 
mandatory retirement at age 65 and the 
Social Security penalty on earning over 
$1200 after 65 until over 72, will interest 
readers concerned with senior citizens’ 
financial status. 

Louis M. NICHOLS 
Bridgeport, Conn. 


USEFULNESS AFTER 65 


It is not every day that the president of 
the American Medical Association may be 
heard commending the Soviet Union, but 
Dr. Louis M. Orr minced no words in 
comparing, unfavorably to the United 
States, the policies on worker retirement 
now predominant in the two countries. In 
Baltimore to address a conference on aging, 
Dr. Orr condemned the rigid age-65 retire- 
ment enforced in much of American indus- 
try (as against the absence of any fixed 
age figure in Russia). There are personne! 
experts here and there in this country who 
have advocated the same point of view; 
but Dr. Orr went on to question the atti- 
tudes of individuals approaching or in their 
SixtieS:-... 

American thinking about retirement at 
65 is not unconnected with the Social Se- 
curity law originally passed in 1935. This 
law provided that old age benefits begin at 
65 but that no person could receive them 
who earns more than a nominal amount 
per year. In other words, the idea was to 
encourage retirement at 65 even though 
nothing made such action mandatory. The 
desire to encourage retirement in turn 
sprang from the idea that employment op- 
portunities in this country were so limited 
as to make it necessary to get older workers 
out of their jobs and into retirement as soon 
as possible. 

Dr. Orr did not mention it, but the main 
question raised by his call for more flexi- 
bility as to retirements is whether economic 
opportunity is actually as limited as people 
thought it was 25 years ago. 

(Baltimore Sun) 


Mr. Nichols is author of the article en- 
titled "‘Retirement’ to New Responsibili- 
ties” published in the August 1960 issue 0} 
THE CONTROLLER. —The Editors. 
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The Controller’s Management Role 


Victor Z. Brink 


HE MANAGEMENT ASPECTS of the con- 
Tirolter's role is a subject to which many 
able people have addressed themselves, 
both from within the ranks of controllers 
themselves and from the ranks of general 
management. The question therefore can 
be properly raised as to why there should 
be another effort on the same subject. 

The justification perhaps, however, lies 
in the fact that conditions and needs are 
continuously changing and that we must 
continuously re-examine these basic mat- 
ters if we are to progress properly and ex- 
ploit most effectively the management 
contribution of the controller. 

Perhaps my early exposures to account- 
ing as a teacher and a practitioner, my 
later direct participation in controllership 
activities and, finally, my participation in 
the field of management supply a com- 
bination of backgrounds which form a 
basis for some further contribution—or at 
least stimulation—to the thinking on this 
ever-important problem. 

It is probably useful at the beginning 
to recognize that the management aspects 
of the controller’s role fall into two major 
areas—of which the first is his role as a 
manager of his own controller’s office or 
department, and the second is his role as 
a key member of the larger company man- 
agement. There are certain fundamentals, 
however, which are applicable to both 
roles. We will deal first with these com- 
mon elements. With this foundation we 
can then consider some specific adapta- 
tions to the two individual areas. 


GENERAL ASPECTS OF MANAGEMENT 


It is always useful to try to define the 
subject with which we are dealing, and 
we will therefore begin in that manner. 
Pethaps in its simplest terms “‘manage- 
ment” may be defined as ‘administering 
a business for profit.” Recognizing, how- 
ever, that this definition is extremely 
limited in its coverage, a slightly more 
comprehensive definition might well be 
“the bringing together of human and ma- 





His job in management and for management 
in functions both static and dynamic 


terial resources and administering them in 
such a way within the framework of exist- 
ing social and legal standards as to yield 
a satisfactory profit.” This definition ap- 
plies, of course, primarily to a commercial 
enterprise. In other types of activity the 
profit aspect necessarily takes a different 
form, such as that of reduced costs, but 
most elements are similar. 

Another way to look at management is 
to consider the major elements of which 
it consists. There are, of course, many 
ways to break down these elements and 
no single classification is completely satis- 
factory. My own personal inclination, 
however, is to identify three major as- 
pects: 1) planning; 2) control; and 3) 
leadership. Accordingly, we shall use this 
classification as a basis for our further 
discussion. 


THE PLANNING ELEMENT 

When we think of planning there seem 
to be two predominant areas—that of or- 
ganization and that of general operations. 
As respects organization, there is the ever- 
important part of the planning which has 
to do with identifying and allocating re- 
sponsibilities. This is something that must 
‘be done at the time we first create a busi- 





VICTOR Z. BRINK holds a B.S. in Business Administra- 
tion and an M.A. in Economics from the University of 
Nebraska and a Ph.D. in Economics from Columbia Univer- 
sity. He has been an instructor at the University of Ne- 
braska, the Amos Tuck School, Dartmouth College and the 
School of Business, Columbia University. His business ca- 
reer includes a partnership in West, Flint & Co. and 11 
years with Ford Motor Company as general auditor, assist- 
ant controller, assistant divisional manager, staff executive, 
and presently overseas distributors and export manager. 


ness enterprise. Again, it is also some- 
thing that must be done on a recurring 
basis, as new conditions develop and as 
our further experience indicates the wis- 
dom of new approaches. In carrying out 
this organizational planning it should in 
strict theory be considered apart from the 
immediate availability of people. As a 
practical matter, however, it is always un- 
avoidably related both to the people that 
are presently available and to the people 
likely to be available on the basis of 
planned management development or re- 
cruitment programs. Finally, the organi- 
zational planning is linked closely to sup- 
porting policies and procedures, which 
are both a part of and an extension of it. 

Turning to the planning for general 
operations, this phase covers the total 
range of business activity—a range which 
is determined by both individual busi- 
nesses and individual industries with their 
respective stages of development. Nor- 
mally, however, it includes such common 
factors as the design and/or specifications 
of the product; the means by which the 
available product is to be marketed to 
the point of final sale—including the 
ultimate utilization or consumption; the 
manner in which all the foregoing opera- 
tions shall be financed; and last, but not 
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least, the policies and procedures by 
which people and their related activities 
shall be administered and controlled. 

If we look at general operations from 
the standpoint of the sequential elements, 
we get a further perspective on the scope 
and range of business activities which 
pertain to over-all planning. There is first 
of all the basic analysis of a variety of 
situations both as they presently exist and 
as they appear to be developing in a for- 
ward sense. On the basis of this analysis 
we then identify at least on a tentative 
basis the potentialities and forward possi- 
bilities off profit or other related accom- 
plishments. With the alternatives thus 
identified and narrowed, we bring to bear 
more detailed and comprehensive analysis 
of the various factors bearing upon these 
alternatives. 

Out of this more refined analysis comes 
the development of actual plans—includ- 
ing both plans in the broadest sense and 
plans as to specific objectives or problems. 
In the broadest sense the actual plans may 
involve entering a new field of business 
endeavor or the addition of a completely 
new product line. In a more restricted 
sense the actual plans may involve new 
market representation in a particular 
area, a particular purchase or a financing 
decision, a decision to add capacity for the 
production of a particular product, and 
the like. 

On the basis of the actual plans of the 
various foregoing types, the next phase is 
that of implementation, with specific 
programming of who is to do what and 


when. On the basis of these programs it 
is now possible to develop reliable for- 
ward forecasts and, on a more refined and 
shorter-term basis, to provide for the de- 
velopment of well-formulated budgets. 
Here again, as in the case of organiza- 
tional planning, the related policies and 
procedures are involved and are an inte- 
gral part of the total planning phase. 


PHASES OF CONTROL 


With this brief consideration of the 
planning activity, let us turn now to con- 
trol as a second major element of the 
management function. Here again “con- 
trol” has come to have a variety of dif- 
ferent meanings. Our use of it here, how- 
ever, is intended in the broadest terms to 
cover the span of administration of a 
going business under its established plans 
and with an established organization. 

If we view controls from the stand- 
point of their direct relationship to plan- 
ning, the beginning of the cycle is the 
actual establishment of the bases of con- 
trol. Such bases of control in many cases 
may take the form of measurable stand- 
ards. In other cases they may take the 
form of a management policy or more 
specific position with respect to a par- 
ticular phase of the operations. In still 
other cases they may take the form of 
specific formal requirements or limitations 
of_authority. Following the establishment 
of the bases of control as an integral part 
of the already established plans, there is 
now the second major phase of control— 
that of the maintenance of adequate cur- 


THE DECISION TO CALCULATE 


There are probably many ways of defining enterprise, 
but for our purposes it can usefully be treated as a psycholog- 
ical predisposition on the part of individuals to take a chance 
in the hope of gain, and, in particular, to commit effort and 
resources to speculative activity. The decision on the part 
of a firm to investigate the prospective profitability of ex- 
pansion is an enterprising decision, in the sense that when- 
ever expansion is neither pressing nor particularly obvious, 
a firm has the choice of continuing in its existing course or 
of expending effort and committing resources to the investi- 
gation of whether there are further opportunities of which 
it is not yet aware. This is a decision which depends on the 
“enterprise” of the firm and not on sober calculations as to 
whether the investigation is likely to turn up enticing op- 
portunities, for it is, in effect, the decision to make some 
calculations. This is truly the “‘first’’ decision, and it is here 


that the ‘‘spirit of enterprise,’ 


’ or a general entrepreneurial 


bias in favor of “growth” has perhaps its greatest signifi- 


cance. 


—Edith Tilton Penrose, The Theory of the Growth of the Firm, 
New York, John Wiley & Sons, Inc., 1959, p. 33. 
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rent planning—both to keep previously 
existing plans and controls up to date 
and, in addition, to develop new ones as 
needed. 

The third major administrative aspect 
is, then, that there must be adequate cur. 
rent coordination and communication, so 
that people know about the current plans 
and controls and are also informed and 
coordinated regarding actual performance 
and changes in them. And finally, last but 
not least, there is the major_administrative 
necessity for providing decisions on 4 
timely basis as required in terms of the 
specific situations which develop. Control 
in the last analysis must always be com. 
pleted effective action. 

There is still another useful way to look 
at control. This is in terms of the Specific 
utilization of the standard or other basic 
control specification. As previously indi- 
cated, the basic controls may take many 
forms and may range from those which 
are clearly explicit to those which are only 
implicit. The identification of the control 
in some form as a standard or specifica- 
tion is thus again the starting point. Once 
established, however, the basic standard 
becomes the basis of measuring actual 
performance. As a second phase, this 
latter performance must be disclosed in 
reports or other communications, and the 
deviation from the standard must be 
measured or evaluated as definitively as 
possible. 

Of still greater importance is the third 
phase—the analysis of the deviation from 
the standard to identify the individual 
types of deviation and to measure the re- 
sponsible causal factors. It_is this latter 
analysis of the deviation which provides 
the basis for the fourth phase—the ap- 
propriate corrective action for betterment, 
and, of course, the-only—seal-end-objec- 
tive. There is, however, one further phase, 
and unfortunately one that is frequently 
overlooked—that of utilizing the experi- 
ence with the standard as a basis for a 
continuous re-evaluation of the standard 
itself, to determine the extent to which it 
should be modified as an improved basis 
for more effective control for the future. 
Thus by this fifth phase the entire control 
cycle is revitalized and made to be con- 
tinuously effective. 


THE LEADERSHIP FUNCTION 


With this background of planning and 
control, we may now turn to the third 
major management function—that of 
leadership. Certainly this particular func- 
tion is closely related to and in fact inter- 
mingled with the functions of planning 
and control, but because of its unique 
character it does deserve separate and 
special coverage. The importance of this 
function lies in the fact that business 1s 
carried on by people. Because people are 
people, there is a wide range of obtain- 
able productivity, the exploitation of 
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which depends directly upon leadership. 
This is a problem which has become more 
dificult and more complicated with the 
increasing size of our modern corporations 
and the unavoidable delegations and re- 
delegations of operational responsibilities 
for both staff and line activities. The in- 
creasing difficulties are attributable also 
to the shift in the over-all philosophy of 

ple from the risk-taking of prior years 
to the current emphasis upon present and 
future security. This is simply to say that 
today people by and large are more diffi- 
cult to deal with and less responsive to 
the older motivations. 

Leadership in its broadest sense is the 
effectiveness with which we induce in- 
dividually and collectively the attitudes, 
efforts, and over-all dedication which 
make for maximum productivity and at 
the same time maximum self-satisfaction. 
Here we have real mutual advantage, be- 
cause when properly accomplished the 
productivity not only serves the interests 
of the company but provides achievement 
in both an economic and psychological 
sense. Thus it provides genuine human 
satisfaction and happiness. The leader- 
ship which makes all this possible is re- 
garded by some as a general talent which 
a manager either has or doesn’t have and 
admittedly this is true to some extent. 
The greater truth, however, lies in the 
fact that leadership is a combination of 
particular qualities or elements which can 
be separately identified and appraised. Let 
us briefly review these individual ele- 
ments as they apply to the over-all ex- 
ercise of the management function. 


CHIEF REQUIREMENTS 
OF LEADERSHIP 


The starting point in a review of lead- 
ership elements is probably the careful 
selection of people. This means appropri- 
ate consideration both of the applicant's 
present and potential abilities in relation 
to the company’s current and projected 
needs, and also the qualities of a more 
personal nature—character, general per- 
sonality and the like. Closely related is 
the program of orientation, training and 
longer-range management development. 
People are sensitive and accordingly very 
fesponsive to the extent to which such 
matters are covered by effective programs. 
Also closely related are the elements of 
fairness of compensation arrangements 
and related employe benefits and general 
working conditions. All these must, of 
course, be reasonable in terms of competi- 
tive alternatives. 

More closely identified with the work 
carried on by the employe is the extent to 
which his responsibilities are clearly de- 
fined, the degree to which authority is 
given to discharge those responsibilities, 
and the extent to which accountabilities 
and results achieved can be measured. In 
all this there must be a convincing dem- 





onstration to the employe of the impor- 
tance of his individual role and the con- 
tribution he makes to the total over-all 
objectives of the larger organizational 
components. The employe’s conviction of 
worthwhileness is basic to his effective 
productivity. 

From an operational standpoint there 
must then also be adequate communica- 
tion both up and down the organizational 
lines of authority and also laterally, as 
appropriate, for effective coordination. 
Nothing is so demoralizing to an em- 
ploye as to be bypassed or to be isolated 
in any way from the matters in which he 
has a legitimate interest. Such a situation 
not only results in losing the specific con- 
tribution of the employe but also in un- 
dermining his morale and general respect 
for company management. 

On the more personal side are the im- 
portant elements of demonstrated fair- 
ness and integrity. This area-includes such 
matters as backing up subordinates, keep- 
ing one’s commitments, fair consideration 
of opposing points of view, consideration 
of the other person’s problems, reason- 
able courtesy, consistency of position and 
general reliability. It includes also fair 
consideration for promotional or growth 
opportunities which may come along 
within the framework of a policy for 
management development and promotion 
from within. Needless to say, the demon- 
stration of these qualities is best made by 
personal example. 

Finally, there must be an understand- 


























ing on the part of the employe that the 
only real measure of his own accomplish- 
ment can be the accomplishment of the 
total company objective. Thus, for ex- 
ample, the success of a purchasing ac- 
tivity can never be anything other than 
that the company was able to market suc- 
cessfully the product of which the pur- 
chasing action was a part. 


MANAGEMENT OF THE 
CONTROLLER’S OWN ORGANIZATION 


The common aspects of management 
which we have covered up to this point 
are generally applicable to the controller 
in the management of his own controller's 
office organization. It will be useful, how- 
ever, to indicate some of the more specific 
applications that concern him. Of course, 
the controller has the normal direct in- 
centive to achieve maximum internal ef- 
ficiency in the operation of his own 
organization. There is in addition, how- 
ever, a second important incentive for the 
controller. This is that his operation is a 
showcase which serves as an example for 
the entire company. The reason for this 
is that the controller in his normal role 
is continuously sponsoring efficiency and 
financial control throughout the entire 
organization. With respect to both, the 
controller has an outstanding opportunity 
to contribute to the total management ob- 
jectives of his company. 

Let us look briefly at the three major 
management functions as we have previ- 
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ously discussed them—but now with spe- 
cific reference to the direct management 
responsibilities of the controller. Looking 
first at the planning function, the con- 
troller has the job of planning the initial 
and continuing organization of his own 
office. In any sizable corporation, the 
scope and volume of the financial opera- 
tions make this a matter of exceedingly 
great importance. Closely related to or- 
ganization is the necessity for his plan- 
ning with regard to the people in his 
office in terms of both their present and 
projected availabilities. Here, too, the 
controller must provide for development 
of the policies and procedures by which 
his own office is administered, and which 
in addition cover the financial operations 
of the company for which he has respon- 
sibility. Furthermore, the controller must 
define his internal objectives, plan the 
related work projects and assign the 
proper responsibilities. He must also as- 
sure himself of programming which will 
provide reasonable assurance for the com- 
pletion of the work assignments and the 
accomplishment of the broader objectives. 

In the area of control, the controller 
again has a host of specific and broad 
problems. First of all, his own operations 
must be subject to the application of work 
measurement techniques and other avail- 
able standards, efficient utilization of 
mechanization, and all other management 
economies. In such areas as billing, in- 
ventory control and recurring analyses, 
there are important potentials for man- 
agement savings. At the same time, the 
controller provides the analytical services 
with respect to the other operational ac- 
tivities of the business. A major element 
of his control problem is the timeliness 
and quality of these services. Involved are 
such matters as the format of the report- 
ing, the effectiveness with which major 
issues are identified and interpreted, and 
the general reliability and fairness of the 
conclusions. 

At a higher level, the controller’s office 
furnishes data on total financial results, 
along with recurring and special analyses 
telating to special phases of the opera- 
tions or to specific decisions under con- 
sideration. Here again the control aspect 
has to do with the timing and the quality 
of the services rendered. In all the fore- 
going, the control aspect requires a rec- 
ognition of management responsibilities 
for effective utilization of the company 
resources, and maximization of profit op- 
portunities through increasing revenues 
and reducing costs. 


LEADERSHIP BY THE CONTROLLER 


In the area of leadership again, the 
controller also has vital responsibilities 
regarding his own organization. Here, 
too, there are people who must be efh- 


ciently administered. Thus there must be 
the same wise selection and management 
development of those people, proper dele- 
gation of responsibilities, good communi- 
cation, example of fairness and integrity, 
and demonstration of the idea that the 
test of performance rests in the attainment 
of common objectives. There is in the 
controller's organization the broad temp- 
tation on the part of individuals to con- 
sider, for example, that the preparation of 
a fine report is an end in itself—whereas, 
the real truth is that the only proper test 
is the utilization of the report or the 
analysis as finally translated into effective 
action for total management accomplish- 
ment. 


AVAILABLE REPRINTS © 


CONTROLLERSHIP AND COST ACCOUNTING. By 
James L. Peirce. THE CONTROLLER—August 
1956. 

CONTROLLERSHIP MOTIVATION. By James L. 
Peirce. THE CONTROLLER—August 1955. 


THE PLANNING AND CONTROL CONCEPT. By 
James L. Peirce. THE CONTROLLER—September 
1954. 


CONTROLLERSHIP AND ACCOUNTING: A CON- 
TRAST. By James L. Peirce. THE CONTROLLER— 
September 1953. 


THE CONTROLLERSHIP FUNCTION: A MODERN 
CONCEPT. By James L. Peirce. THE CONTROL- 
LER—September 1952. 


40c each 


(Address orders to Reprints, THE CONTROL- 
LER, Two Park Avenue, New York 16, N. Y.) 


In summary, the controller is an im- 
portant manager in his own right and he 
must apply to his own particular opera- 
tions the same principles of management 
philosophy and control that apply to any 
manager in the organization. Too often 
the controller is inclined to feel that his 
own situation is a unique one and that the 
normal management concepts are not ap- 
plicable in the same sense as to the re- 
mainder of the organization. Nothing, 
however, could be further from the truth. 
The controller must achieve the same 
management efficiency as any other man- 
ager. If he cannot practice management 
effectively with his own organization, it 
is extremely doubtful whether he can 
properly understand and contribute to the 
broader management problems of his 
company. 


CONTRIBUTION TO 
THE TOTAL MANAGEMENT EFFORT 


Finally, we turn to the management 
role of the controller as it relates to his 
contribution as a member of the total 
management team. Here we should rec- 
ognize and re-affrm the principle that 
management service is the only ultimate 
and only proper test of effective contribu- 
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tion. This is simply to say that the meas. 
ure of the controller’s total contribution 
to the total management effort is the ex. 
tent to which he helps the president of 
the executive vice president or the execy. 
tive committee or an individual vice pres- 
ident, or any key management official, to 
discharge his responsibilities more effi. 
ciently and to maximize that person’s 
contribution to the total management in. 
terest. This is a view that is probably 
quite generally accepted. But there is 4 
great variation in the views as to what it 
means in depth and as to how it is ac. 
complished. 

The controller's general role in con- 
tributing to the totat-management effort 
can perhaps be conveniently classified be- 
tween static and dynamic categories. Look- 
ing first at the static category, this in- 
volves the design and administration of 
the basic accounting records, such as gen- 
eral accounting, cost accounting, or any 
other needed type. These accounting rec- 
ords provide the current reference data 
that are used in one way or another by 
management. They also provide the basis 
for reports of accomplishment. In addi- 
tion, they provide the basis for compli- 
ance with the various governmental re- 
quirements of a tax or general legislative 
nature. Another important group of func- 
tions in the static category relates to the 
basic stewardship responsibilities. Assets 
as resources must be protected for the 
account of management. This means that 
responsibility must be fixed appropriately 
for the safeguarding of the assets, whether 
in the form of cash resting in a safe ora 
more mobile asset like a company truck 
being used in the field. The objectives are 
to avoid theft and dishonesty of various 
types, to prevent diversion for nonbusi- 
ness purposes and in general to minimize 
waste. And, finally, the static group may 
be said to include the compliance with 
specific management requests for special 
factual data, performance data, costs and 
the like. We have reference here prima- 
rily to the various services by which facts 
are provided but without the interpreta- 
tion that can and should be made. 

The foregoing static group services are, 
of course, basic and indispensable but 
they are only a portion of the total man- = 
agement services which are properly pro- | 
vided by the controller's office. Actually, 7 
in fact, they serve only as the foundation 7 
for the more important and more difficult 7 
analytical and interpretative activities © 
which constitute the most vital contribu- 
tions of a management service nature. = 
These latter activities include both the” 
regular and nonrecurring types of anal-” 
ysis, the administration and expansion of ” 
standards, the forecasting of both total” 
operations and of specific operational ac 
tions, the broader financial analysis of 7 
policies and projects, and in general all 
constructive assistance in-interpreting and 
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O PUT THIS DISCUSSION of financial 

communication in a realistic light, let 
me begin by stating three premises. The 
first consists of a hard fact: Other people 
beyond the direction and control of the 
financial fraternity are involved in the 
dissemination of financial information and 
in financial decision-making. This means 
that financial communication in a busi- 
ness cannot be dealt with successfully if 
approached with a narrow viewpoint. If 
we cannot exercise full command over 
financial communication—and we cannot 
—we must seek out methods to achieve 
satisfactory standards through persuasion, 
leadership and mutual confidence. 

My second premise is that it is difficult 
to separate the subject of financial com- 
munication from the subject of business 
communication generally. The two are re- 
lated and even intertwined, because the 
thread of finance is present in all business 
transactions and seems to weave its way 
into all business communications. Meth- 
ods used to convey financial information 
do not differ materially from methods 


Financial Communication: 
What, Why, How and Who 


W. S. ROTHWELL after 18 years in public accounting with 
Price Waterhouse & Co., Winnipeg, Manitoba, became comp- 
troller of Abitibi Power & Paper Company, Limited, Toronto, 
Ontario, in 1946. He was later appointed treasurer, a vice 
president and a member of the Management Committee. He 
served as president of the Toronto Control of Controllers 
Institute, 1953-1954, and as first chairman of the Com- 
mittee on Canadian Affairs. He is a member of the Mani- 
toba and Ontario Institutes of Chartered Accountants and 
was elected a Fellow of the Ontario Institute in 1956. 


Transmitting facts and figures in such a way as to 






meet today’s demands and win the needed reaction 


used to convey other business informa- 
tion. We in the financial fraternity make 
extensive use of words, both verbal and 
written; we have conferences; and we 
have meetings. We use charts and graphs 
as other people do and their adaptation to 
financial purposes is growing. 

As the third point for putting this 
subject in the proper perspective, I should 
like to stress that business and financial 
communication is a two-way street or it is 
nothing. A first reaction on giving the 
subject thought and consideration may be 
to think of communication only in the 
terms of outgoing communication, which 
is the transfer of our knowledge and 
thoughts to others. On further reflection, 
however, it is quickly realized that com- 
munication also involves our ability to 
listen and to assimilate knowledge and 
thoughts conveyed to us by others. It is 
quite possible that failure to listen and 
appreciate the importance of incoming 
communication is more common than 
failure to live up to the standards of ef- 
fective outgoing communication. 
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MORE COMMUNICATION UPWARD 


In thinking about financial communica- 
tion by financial men, we should realize 
first that business administration, as we 
know it today, would have been an im- 
possible development were it not for im- 
provements in standards of communica- 
tion. 

Recent decades have witnessed a re- 
markable growth in many companies, and 
with this growth the responsibilities of 
management have multiplied. We have 
seen decentralization and delegation of 
authority to a much greater extent than 
anyone would have predicted even 20 
years ago. Companies have become na- 
tional or international in scope and single 
plants have multiplied into chains of 
plants. How necessary it is for a large 
company to maintain its systems of com- 
munication in efficient working order, and 
how necessary also to seek further im- 
provements in anticipation of develop- 
ments that lie in the future. 

Management today is a much more 
complex task than it used to be. It is no 
longer the function of a select few and 
all managers must be provided with the 
tools to do the job. These tools include 
appropriate and timely financial informa- 
tion. A primary purpose of financial com- 
munication in modern business must be 
to convey financial facts and information 
to all persons with management respon- 
sibilities so that they will be equipped 
with a knowledge of the facts, under- 
stand reasons and outcomes that might 
otherwise be guessed at, and be in a posi- 
tion to arrive at sound decisions. 

High on the list of important financial 
communications are reports and state- 
ments which serve as material for policy 
decisions, or which constitute a part of a 
company’s forward-planning system. Vit- 
tually all financial statements for top man- 
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agement, including forecasts and budgets, 
fall into this category. 


TELLING THE WORLD 


Financial communications of a business 
divide quite readily between internal and 
external communications. Both are more 
numerous than appear at first glance. A 
federal income tax return, for example, is 
an instrument of external financial com- 
munication. No report could be more im- 
portant than this one. It establishes the 
enforced royalty or rental that a company 
must pay for a franchise to do business 
in a democratic society. It is a compli- 
cated, technical document deserving of 
all the know-how a company can muster 
if only because a dollar saved in income 
taxes is equal to two earned in the usual 
way. 

Reports and submissions to security 
commissions are another example of ex- 
ternal communication that is the very 
lifeblood of business. If business fails to 
satisfy security commissions it is pre- 
vented from selling its securities to the 
public and this can bring a company’s 
growth to an end. 

The supreme example of an important 
external communication is the annual re- 
port to shareholders, supplemented as it 
may be by quarterly or semiannual reports 
and other communications of a special 
nature. It may be claimed with justifica- 
tion that the annual report is substantially 
a financial document. It concerns the 
money that shareholders have invested 
and the dividends or stock market appre- 
ciation, or both that they may expect to 
receive in return. 

Incidentally, by including shareholder 
reports with external financial communi- 
cations, I do not wish to imply that share- 
holders are an external group. It simply 
happens that shareholder reports become 
public property the moment they are re- 
leased, so that in effect a company is re- 
porting concurrently to shareholders, em- 
ployes, unions, governments, financial 
analysts, investment dealers, customers, 
competitors and the general public. Re- 
flecting this, the annual report which is in 
keeping with the times contains far more 
than the bare legal minimum. It is the 
result of hard work, planning and great 
attention to detail. 

When an annual report falls short of 
today's high standards, some highly un- 
satisfactory public relations can result. As 
an example, here is an editorial carried not 
90 long ago on the financial page of one 
of the leading Canadian newspapers, dis- 
cussing a certain company’s report: 


Anyone who bought shares on the basis of 
the company’s annual report issued late in 
March has a right to be annoyed—down- 
tight mad in fact. 


Reporting record production and earnings 
for 1959, the statement contained not a 
breath of the disappointing news that was 





FLURRY OF ACTIVITY IN DORMANT ACCOUNTS 


At a recent local meeting of the Association for Bank 
Audit, Control and Operation, a young bank officer listened 
intently to the discussion on dormant accounts. The next 
morning he decided to run a surprise audit of the dormant 
accounts in his own bank. The result? Discovery of a $5,200 
defalcation by a bank officer who was active in community 
affairs and a civic leader. Confronted with the evidence, he 
admitted his guilt, made full restitution, and was dismissed 
from his job. Legal action is pending. 


to be presented to shareholders at the an- 
nual meeting about three weeks later. 


Whether this criticism was justified or 
not, the company’s annual report obvi- 
ously failed to meet the standard of fi- 
nancial communication set by business 
generally and expected by today’s in- 
vestors. 


INNER COMMUNICATION 
AT ALL LEVELS 


In every company there is a great bulk 
of what might be described as routine in- 
ternal financial communications. Informa- 
tion is flowing back and forth in all our 
companies up and down the line in a 
constant never-ending stream. 

As a few simple examples of necessary 
and routine financial communication we 
have such things as orders from the cus- 
tomers which result in shipments, sales in- 
voices and accounts receivable. Ultimately 
there is an inflow of cash and requisitions 
for materials from which purchase orders 
are issued, which result in due course in a 
disbursement of cash. There are also many 
control reports such as time clock cards, 
which result in the disbursement of pay- 
roll funds. The existence of these routine 
but important communications demon- 
strates that financial communication is not 
a problem at the management level alone. 
On the contrary, jobs at all levels involve 
responsibility for the communication of 
financial data necessary to the conduct of 
a company’s affairs. Large business does 
not work from its hip pocket. 

Information that is buried or sup- 
pressed has only a limited value. It takes 
on value only when it is passed between 
people in such a way that the receiver un- 
derstands exactly what the sender is say- 
ing. All businessmen are responsible to 
some extent for the spread of informa- 
tion, because business management is es- 
sentially a team effort. But financial per- 
sonnel have a particular responsibility for 
the collection, recording and communica- 
tion of information required in the day- 
to-day management of a business. 


STANDARDS ARE SET AT THE TOP 


Effective business communication starts 
at the top. To attain a high standard 
throughout the company, senior execu- 
tives must set the pace by achieving ef- 
fective and considerate personal commu- 
nications. Also, they must insist on similar 
standards from their immediate subor- 
dinates. One thing in particular that they 
must watch for is the interest of other 
branches or departments in matters con- 
cerning them. Failure to keep other peo- 
ple advised and up to date can be an end- 
less cause of difficulty. Leadership by top 
executives will not go unnoticed. 

In any business organization, attitudes 
and interests are transferred downward. 
For instance, consider the difference in 
acceptance that might be accorded an au- 
ditor when he goes on a new assignment. 
If top management at the location un- 
derstands the auditor's objectives, values 
his contribution, and accords him courte- 
ous treatment, he receives like considera- 
tion from the staff. On the other hand, if 
Management views him as a necessary 
evil, resents his presence, and co-operates 
grudgingly, the auditor finds his work 
hampered by an unco-operative and re- 
sentful staff. 

It follows then that the best way to 
achieve effective financial communication 
is to take a genuine interest in the subject 
and make sure that your interest is known 
throughout the organization that responds 
to you. 


DEALING WITH OLD HABITS 

Along with most people, men with 
management responsibilities tend to es- 
tablish habits and preferences. Statements 
and reports which have proved useful or 
reliable over a period of time become es- 
tablished as old friends. There are times, 
however, when we who provide these 
management tools come to the opinion 
that revisions or improvements to existing 
reports, or the substitution of new tools 
for old, will better equip our managers to 
discharge their responsibilities. On some 
occasions when we suggest revisions and 
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improvements—perhaps_ the substitution 
of new for old—we are surprised to find 
that our suggestions are not received with 
enthusiasm. We are up against the fact 
that management, having confidence in 
tools which have been dependable in the 
past, is reluctant to transfer its confidence 
to new ones. 

Under such circumstances we must con- 
tinue to provide the information that is 
desired, in the form most useful to the 
recipient, because to do anything else is 
an imposition of our judgment in an 
area where we lack management respon- 
sibility. At the same time, however, we 
should also provide any additional finan- 
cial information which in our judgment is 
useful and pertinent to the successful dis- 
charge of the particular management re- 
sponsibility. 

We have not discharged our responsi- 
bilities in full if we provide only the fi- 
nancial information that management asks 
for when, from education, experience and 
contacts, we have reason to believe that 
there are useful improvements and inno- 
vations to be made. To accomplish the 
dual purpose of providing people with 
what they wish to receive and also what 
they should receive calls for understand- 
ing and imagination on the part of finan- 
cial personnel, plus a more-than-ordinary 
knowledge of the problems of the busi- 
ness. 

One way in which to exercise imagina- 
tion is to emulate the milliner, where 
style and appearances are concerned. A 
financial statement, in common with a 
lady's hat, is improved if it is pleasing to 
the eye. The presentation should be or- 
derly, should emphasize its important fea- 
tures and should not be cluttered by in- 
consequential detail. 





Closely linked with pleasing appear- 
ance is the matter of supplementing or 
even supplanting financial statements with 
interpretive narrative reports or charts. 
My impression is that financial commu- 
nication depends far too often on the 
willingness of the reader to interpret fi- 
nancial statements. I believe there is a 
tendency for financial personnel, being 
trained to the use of figures, to expect 
other businessmen to interpret financial 
statements with equal dexterity. This can 
be an unreasonable assumption. 

The use of charts or graphs seems to be 
growing, partly because we cater to per- 
sonal preferences but also because variety 
in method of presentation is a definite aid 
in awakening interest and combating the 
effects of repetitive reporting routines. 


RESPONSIBILITY FOR 
FINANCIAL COMMUNICATIONS 

Primary responsibility for the quality 
of financial communications rests with the 
chief financial officer. In large organiza- 
tions, however, he will find it difficult, 
perhaps impossible, to discharge his other 
important management responsibilities ef- 
fectively if he allows himself the luxury 
of becoming involved in financial details. 
The chief financial officer must by the 
very nature of his job spend considerable 
time in consultation and conversation with 
his counterparts who are responsible for 
other phases of the company’s operations. 
His job is to assist in shaping company 
policy, to co-ordinate financial activities 
with basic policy, to assume responsibility 
for financial decisions and to shape and 
direct the organization for which he is 
responsible. 

It is worth emphasizing that the chief 
financial officer is only as effective as the 





“Look, boss, if you suspect me of something, 
| wish you'd come right out and say so!” 
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organization that responds to him and 
here again we are back to the subject of 
communication. Virtually all decisions 
made by this financial executive are based 
on incoming financial communications, If 
these are faulty, incomplete or are mis. 
understood, the result can be wrong de. 
cisions with unpleasant consequences, 

If I may assume that in most large or- 
ganizations the controller is right next 
door to the chief financial officer, it fol. 
lows that the controller is the one person 
most responsible for effective communi- 
cations at all levels. He should have def. 
nite and specific responsibility for ac. 
counting systems and methods which 
must achieve uniformity throughout the 
company if financial reports are to be 
expressed in a common language. His 
also is the responsibility for timely pro- 
duction and release of financial statements 
that will satisfy information requirements 
at all levels of management. It 1s the pri- 
mary function of controllers to deal in 
information. Theirs is the task of collect- 
ing the data coming from every part of 
the enterprise, then developing state- 
ments and reports which present it in its 
most meaningful form. Controllers must 
go even further than this. Benefiting from 
the results of past periods, they must as- 
semble all pertinent information on future 
operations—consisting principally of esti- 
mates for sales, production and economic 
conditions—and they must put this into 
statements and reports so that manage- 
ment can plan the future and make wise 
decisions for the development of the 
business. 


UP-DATING PROCEDURES 
AND CONTROLS 


In all businesses there are routines es- 
tablished which have been set up to con- 
trol and expedite the flow of financial 
information with efficiency and minimum 
cost. If these routines are more rigid, 
time-consuming or complicated than are 
reasonably required from a control point 
of view, they result in boredom, waste of 
money, lack of support and delay in pro- 
duction of vital information. 

Instruction or how-to-do-it manuals 
play an important part in the control of 
routine operations and so they should, 
although I suspect that the faith some 
companies place in manuals is overdone. 
Instruction manuals sometimes tend to 
stifle original thinking and _ initiative, 
which are qualities to encourage rather 
than to discourage. If manuals are not to 
become outdated, there is a never-ending 
maintenance job to be done. 

There is no one better qualified than 
the controller to establish effective con 
trols and procedures throughout the com- 
pany. Frequent overhaul of procedures 's 
a continuous job for the controller's de 
partment if routines are to keep pact 

(Continued on page 432) 
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Coming Demands upon Controllership 


Arthur B. Toan, Jr. 


T HAS OCCURRED to me that financial 

historians, some day, will look back 
upon our times and comment upon 
what they see. I have often wondered 
just what they will say. I suspect it will 
be something like the following: 

“The twentieth century was a period 
of tremendous and tumultuous change 
in many fields—in science and _tech- 
nology, in military tactics, in political 
relationships and techniques, in psy- 
chology, etc. Controllership was deeply 
affected by these changes. It borrowed 
ideas which were created for use in 
other fields and adapted and developed 
them with great skill for its own pur- 
poses. Most of the changes in control- 
lership were logical and normal exten- 
sions of already indicated lines of 
growth. The rate of change, however, 
was so greatly accelerated in a couple 
of areas that the movement often 
seemed to its participants to be more 
revolutionary than evolutionary in na- 
ture. The greatest impacts were created 
by (1) powerful equipment for data 
processing and communications and (2) 
new techniques for the mathematical 
analysis of complex situations. The re- 
sults appeared as (1) new techniques 
and methods for handling clerical work 
and (2) improvements in the process of 
management planning and control and 
decision-making. In the period of con- 
fusion and transition, many controllers 
acquitted themselves with great skill; 
others lacking the requisite training or 
ability or initiative performed with far 
less distinction.” 

My subject is one of these requisites, 
training—the training intended to cope 
with the dual impacts of EDP and com- 
munication equipment and with the 
analytical techniques answering in part 
to that ill-fitting title “operations re- 
search" —the training which you might 
like to see your successor of, let us say, 
1970 or 1975 obtain. 


ASSUMPTIONS ABOUT THE FUTURE 


Let me make a few basic assumptions 
about the possible state of the art in 
1970-1975 : 








1. Electronic data-processing equip- 
ment will continue to improve to a 
point where it has a substantial cost 
advantage over manual methods or 
other man /machine combinations— 

(a) for all the large-volume clerical 
Operations and most of those involving 
medium-scaled volumes: 

(b) for most of the simpler decision- 
making functions which are associated 
with large or medium-scaled data-proc- 
essing Operations; 

(c) for a large number of the more 
complex decision-making functions— 
whether or not large amounts of cleri- 
cal information are used. 

2. Improvements in long- and short- 
range communication techniques (uti- 
lizing wire, radio, TV and other prin- 
ciples) will reduce the cost and 
inconvenience of centralized processing 
of clerical information to a point where 
decentralized data processing will, in a 
great many instances, lose its attrac- 
tiveness. 

3. The combination of improved 
communication methods and more pow- 
erful data-processing equipment will per- 
mit users to obtain necessary information 
direct from the EDP systems when either 
the machine or the user thinks this in- 
formation is necessary or desirable. The 
EDP system, in other words, will be the 
main storehouse of information rather 
than a machine which processes data 


The impact of the newer 

mathematical tools upon 
the preparation and work 
of the controller 


and prints out large quantities of infor- 
mation. 

4. The statistical and mathematical 
techniques of operations research will 
continue to develop, and at a more 
rapid pace than other accounting and 
managerial techniques of analysis and 
control. These techniques will be part 
of a general advance in the areas of 
decision-making, planning and control. 

5. Progress in all these fields will be 
rapid, yet gradual and orderly, and not 
be nearly complete by 1975. The adop- 
tion of new techniques will produce 
substantial benefits over a period of 
years; the decision not to adopt these 
techniques, on the other hand, will not 
so seriously affect a company’s com- 
petitive position as to come anywhere 
near threatening business failure. 


Perhaps you can see that, rightly or 
wrongly, I have written specifications 
for my 1975 EDP system which by defini- 
tion remove many of the problems and 
limitations of the present. I make no 
apology for this—only explanation. 

It is clear that these assumptions pro- 
vide the base for some radical changes 
in the controller's world—(1) in the 
whole corporate organization in which 
the controller's department exists, (2) 
in departmental responsibilities and in- 
terrelationships, (3) in managerial tech- 

(Continued on page 414) 
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PIRI ILIE IM tosedve 


truck “wait-time”... put Middle Atlantic 
shipments on “load-and-go” schedule 


HOW WESTERN UNION SYSTEM KEEPS 14 TERMINALS UNDER ONE ROOF 


agpreig apes ea 


Cargo Information speeds from New 
Britain switching center to any Middle 
Atlantic terminal in seconds. And every- 
thing’s in writing . . . no mistake about it! 


86 Hours In Advance, terminal managers 
get all necessary papers and forms; plan 
ahead for truck’s arrival. Result? Faster 
service for every customer! 





Using Original Tapes, punched card-co 
puter systems process invoices, manif 
ment data, profit-and-loss _informatit 
System prepares payroll for 800 employe 








i 


1 SOLUTIONS 


A Western Union Private Wire System 


Interested in streamlining every area of company com- 
munications, and in eliminating costly waste-time? 
Here’s how Western Union helped solve both problems 


for Middle Atlantic Transportation Company. 


Under the old system, trucks were held up while way bills 
and manifests were being prepared manually. Average 
“wait-time” per trip was a serious four hours . . . multi- 
plied by 25,000 trips per year! 

The solution? A Western Union Private Wire System, 
engineered to coordinate with Middle Atlantic’s advanced 
data processing installation. 

Today, this versatile private wire network—transmitting 
400,000 words per day—links New Britain, Connecticut, 
general accounting offices with 14 Middle Atlantic Ter- 
minal points in eight Eastern and Midwestern states. 


WESTERN UNION 


Contact is instantaneous . . . and always in writing. 


Cargo data, way bills, dispatching information . . . all 
data can now be sped “down the line” in seconds. Ter- 
minal points get information as much as 36 hours before 
the truck arrives. Result? Faster, more accurate planning, 
speedier customer service. Improved “load-and-go” sched- 
ules help save an average of two to six hours per trip! 
And, by using custom-engineered private wires, where- 
abouts of consignments can be determined in minutes. 


Your company can probably benefit from a Western 
Union Private Wire System. It will be custom-tailored 
to your business alone . . . handle all company data with 
error-proof, written accuracy. It can save you time ...and 
money. For all the facts, send a collect wire to: Western 


Union, Private Wire Division, New York, N. Y. 


. first in Private Wire Systems 























niques and (4) in clerical and adminis- 
trative methods. It likewise is or should 
be clear (1) that the controller cannot 
expect his own role to be immune from 
change and (2) that the scope and im- 
portance of his future role may well 
depend upon how well he is prepared 
for change and how energetically and 
effectively he meets the opportunities 
presented to him. 

I hasten to add that I am not one 
who believes that an enlargement or 
retention of present controllership re- 
sponsibilities is an end blindly to be 
sought. I see no intrinsic harm in hav- 
ing controllership or any other cor- 
porate function shrink in importance if 
the corporate welfare is thereby ad- 
vanced. I do believe, however, that 
there are going to be some new, diffi- 
cult and important functions to be car- 
ried out and that the controller can be 
among the best qualified and most 
likely of candidates. Controllers will 
have much to learn and a great deal to 
overcome but they will also have im- 
portant qualifications and advantages. 


BROAD EFFECT OF NEW TOOLS 


You can really begin to see some of 
the training needs of the future most 
clearly, I believe, when you look not 
so much at EDP and communication 
systems as pieces of hardware or at OR 
as a set of mathematical tools as at the 
impact which may result from their use 
and from the continued development of 
other more firmly established tools of 
controllership. Some of the probable 
impacts and implications which I feel 
will be of the greatest importance are 
as follows: 











1. Data processing will be more 
highly centralized. Work performed at 
geographically dispersed locations will 
be brought to the center(s) at which 
EDP equipment is located. 

2. Data will be processed for an in- 
creasingly large number of departments 
at these center(s). The service center 
will become a fact as well as a name. 

3. The data-processing needs of one 
department will be more highly inte- 
grated with the needs of other depart- 
ments. The record which is the exclu- 
sive property of one department will 
tend to diminish appreciably. 

4. As data processing becomes more 
highly centralized and integrated, de- 
cision-making will also become more 
centralized and integrated. Both EDP 
and OR will be used more extensively 
in reaching decisions. 

5. As decision-making and data proc- 
essing become more centralized and in- 
tegrated, management planning and 
control systems will likewise become 
more centralized and integrated. These 
management control systems will, to an 
increasing degree 

(a) integrate external and internal 
information; 

(b) integrate physical and financial 
control data; 

(c) use the analytical techniques of 
OR, to the end that the EDP center 
will come to be close to the hub of the 
company’s intelligence and control sys- 
tems. 

6. The desire or need for speed for 
decision-making and control will re- 
quire 

(a) that high-speed communications 
be used; 

(b) that the data-processing system 








“I'll have our bookkeeper look this up for you” 
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be able to function with information 
entered into the system at numerous 
points rather than at one or a very few 
carefully selected points and that con. 
trols over honesty and accuracy be able 
to keep up with the situation; 

(c) that the machine system display 
for attention only those items or situa. 
tions which require it ; 

(d) that those who design and op. 
erate the system be well acquainted 
with the practical needs of management 
and of the various operating and finan. 
cial departments which are the cus. 
tomers of the system. 


There is no need to argue about whether 
these predictions are right in all te. 
spects or not, or whether they will be 
realized at the speed anticipated. Train. 
ing cannot and should not have such a 
precise objective that the trainee can- 
not accommodate himself to conditions 
which vary from what he expected to 
find. I can only hope that the predic. 
tions indicate the directions and gen. 
eral areas which training should cover. 
This I believe they do. 

My trainee, it seems to me, should, 
by the time he assumes your position, 
be prepared: 


1. To oversee the development and 
operation of complex clerical and ad- 
ministrative systems, involving several 
departments and locations; 

2. To serve these departments and 
locations by providing the information 
they need when they need it; 

3. To serve management’s need for 
a corporate intelligence system which 
will provide that management with one 
of its most important bases for plan- 
ning, reviewing and controlling. 


To be even more fundamental and 
precise: 


1. He must understand general busi- 
ness problems and practices; 

2. He must understand the internal 
problems and practices of his industry 
and his company and the external fac- 
tors having a strong bearing on his 
company’s progress ; 


3. He must thoroughly understand f 


the problems and practices of those de- 
partments whose clerical and adminis- 
trative work are to be assumed by the 
clerical center ; 

4. He must learn to accommodate 
himself to the operating man’s time 
table—with its different demands for 
speed and accessibility of information; 

5. He must help to develop a plan 
ning and control system of maximum 
effectiveness, built around EDP, com: 
munications and mathematical analysis, 
as well as the familiar controllership 
tools. In order to minimize the flow o 
information he must find and apply 
criteria which will identify the excep 

(Continued on page 416) 
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| CONTROL AT CELANESE | 





“Moore forms help us 


save $16,000 a year 


in billing costs” 


Celanese Chemical Company’s new automated order- 
invoice system has brought many advantages, both to 
the company’s management and to its operating de- 
partments. These include better control of production 
and shipping, and centralized billing, with faster, more 
accurate paperwork in nine locations. The system makes 
possible a 25% increase in billing without extra 
operating costs. 


The system’s basic feature is automatic printing of 
information on specially-designed forms. Orders are 
processed like this: first, a customer acknowledgement 
is prepared on a nine-part form. This is done on an 
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WALTER L. McINTOSH, Controller, Celanese Chemical Company, 
a division of Celanese Corporation of America 


automatic typewriter that produces a punched by- 
product tape, containing the order data. As copies of 
the acknowledgement are distributed, the tape is used 
to send the order by teletype to the specified shipping 
point for filling. At the same time, it is picked up on 
duplicate tape at Central Billing, where it is held until 
a shipping report comes in. Then the duplicate order 
tape is used on automatic billing machines to print the 
invoice on another nine-part form. 


A second by-product tape is made at this time, and 
converted to punched cards. Data for accounts receiv- 
able, weekly sales analyses and other control functions 
are derived from these cards. All through the system, 
manual operations have been cut, reducing the chance 
of error to a minimum. Time is saved at every step, 
and the multi-part forms provide accurate copies for 
every office need. The forms are Moore Speediflo— 
the company’s control in print. 


“When it came to handling paperwork, the Moore 
man’s advice was priceless,” said Walter L. McIntosh, 
Controller of Celanese Chemical Company. To find out 
how the Moore man’s knowledge of systems can help 
you get the control your business needs, write the 
nearest Moore office. 


Moore Business Forms; INc., Niagara Falls, N. Y.; Denton, Texas; 
Emeryville, Calif. Over 300 offices and factories 
throughout the U. S., Canada, Mexico, Cuba, Carib- 
bean and Central America. 





MOORE BUSINESS FORMS 








tion requiring attention ; 

6. He must think like a member of 
top management; and 

7. He must be an accountant, tax 
and financial man besides. 


He can, of course, remain just the 
accountant (in the narrow sense), tax 
and financial man and, with honor and 
reason, turn the operation of the cleri- 
cal system over to a vice president for 
administration or a corporate manager 
of data processing. He would then be 
a customer of data processing just like 
the sales department, the manufactur- 
ing department, the purchasing depart- 
ment, etc. There is nothing wrong with 
this; in many instances it may be the 
best thing to do. I, however, am re- 
ferring to the controller who is both 
controller and a vice president for ad- 
ministration or a corporate manager of 
data processing—of the man who must 
enlarge his abilities to accommodate the 
developments of our era. I am citing 
the man who may well have a manager 
of data processing and other specialists 
working for him but who in the long 
run bears the responsibility for the de- 
velopment and operation of the ad- 
vanced system. 

I hope my comments to this point 
have served to produce a general un- 
derstanding of the kind of job the 
controller of 1970-75 may have to do. 
Training for this, like any other job, 
should be in terms of its requirements. 


COLLEGE EDUCATION 


A college education for this kind of 
controllership, given the limitations of 
four years, should, I believe, be essen- 
tially an education for business rather 
than an education for accounting. I am 
a great believer, myself, in an education 
which mixes the values of liberal arts 
with the values of a practical education 
for business. I think it should be pos- 
sible to combine both, in something 
like the following manner: 


Oral and written expression 
Statistics, algebra and calculus 
General and cost accounting 
Financial principles and techniques 
Manufacturing methods and principles 
Marketing methods and principles 
Long- and short-range planning 
Management organization and control 
Business law 

Principles of economics 
Government and politics 
Psychology of groups 

Psychology of change 

Liberal arts courses not listed 


No 





120 





I think that if I, taking my own alma 
mater as a guide, were to classify 
courses according to her method, about 
50 per cent of the 120 hours would be 
found to fall in the liberal arts college. 
If you push aside details of one sort or 
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AUGUST 28-SEPT. 1 


OCTOBER 10-12 


TAX EXECUTIVES INSTITUTE 
SEE CORRECTED ITEM BELOW* 


NABAC, The Association for Bank Audit, 
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36th Annual National Convention 


OCTOBER 10-12 SYSTEMS AND PROCEDURES ASSOCIATION NEW YORK 
International Systems Meeting 
OCTOBER 19-22 AMERICAN RECORDS MANAGEMENT ASSOCIATION MILWAUKEE 
Annual Convention and Records Management Workshop 
OCTOBER 20-22 INSTITUTE OF MANAGEMENT SCIENCES NEW YORK 


7th International Meeting 


OCTOBER 22-26 
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SAN FRANCISCO 


29th Annual International Conference 


OCTOBER 26-28 
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another I think you can see that I am 
arguing for a broad and basic education 
in the fundamentals rather than for q 
highly skilled specialization in one par- 
ticular field—accounting. I have inten. 
tionally omitted courses in the specific 
techniques of EDP, OR and systems on 
the grounds (1) that I would expect to 
see their use discussed in relation to 
marketing, manufacturing, finance, etc., 
and (2) I would personally prefer that 
someone aiming at a position with gen. 
eral responsibilities not use some of his 
all-too-scarce time in college to study a 
detailed technical subject like EDP in 
depth. I find it harder, actually, to ar. 
gue in the same manner against an ele. 
mentary course in the techniques and 
uses of OR and would be willing to in- 
clude such a course if it made you feel 
better, as part of the time I have allo. 
cated to mathematics. 

I would try throughout my trainee’s 
career to continue the educational process 
started in college by putting him in con- 
tact with the ideas and practical experi- 
ence of others. A number of organizations 
—colleges, American Management Asso- 
ciation, Controllers Institute, and many 
others—provide opportunities for this 
through their programs of courses, con- 
ferences and seminars. Were I to approve 
the selections, I would lean _ strongly 
toward those which raise the mental hori- 
zon, stretch the mind and stimulate the 
man by exposure to at least partially un- 
familiar fields. I would spend relatively 
little time in polishing more highly that 
which is pa largely known. 


EARLY YEARS 


Upon arrival at the company, the train- 
ees would be set out on a rather deliber- 
ate plan of exposure to a wide variety of 
departments and situations. This should 
do a number of things—(1) solidify and 
give meaning to much of the knowledge 
learned in college, (2) provide a real un- 
derstanding of and sympathy for the 
problems and practices of other key de- 
partments and (3) establish a personal 
basis of liaison with present and future 
executives in these departments. Obvi- 
ously, I would pick the departments with 
some care. 

First, I would start with my own con- 
troller’s department—(1) to provide un- 
derstanding of the financial function and 
(2) to evaluate my own choices before I 
turned them loose on others. Somewhere 
in this period I would expose them briefly 
to both EDP and to OR. The other de- 
partments I selected, however, would cet- 
tainly include the probable major custom- 
ers for the data-processing center. They 
would also, however, include some of the 
smaller departments or units (where this 
could be arranged) which produce or us¢ 
market information and economic data of 
make cost analyses or have special duties 

(Continued on page 436) 
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ONE OF NATION’S oldest long- 
term leasing organizations. 







HENRY B. TIPPIE, VICE 
PRESIDENT & TREASURER 
of Rollins Leasing Corp. 





THIS CONCERN is one of the largest lessors for full maintenance, long- 
term vehicle leasing across the country—a real accounting problem. 


“Our ational — 
saves us 8,802 a year... 


returns 120% annually on investment.”’—nrotins Leasing Corp. 


“Our National System saves us time, 
eliminates errors, and saves us a lot 
of money each year. 

“To begin with, our National 
System is extremely fast-operating. 
This speed enables us to complete 
monthly records fifteen days earlier 
than before. What’s more, the speed 
of our National System gives us im- 
mediate inventory control—a feature 
not possible under our previous hand 
method. 

“Next, we benefit from the accu- 


racy of our National System. This 
keeps all of our records absolutely 
correct whether inventory, accounts 
receivable or general ledger. 

“Our National System saves us 
$8,802 a year...returns 120% an- 
nually on investment.” 


Jey Fie 


Vice President & Treasurer 
of Rollins Leasing Corporation 


THE NATIONAL CASH REGISTER COMPANY, payton 9, Ohio 


1039 OFFICES IN 121 COUNTRIES * 76 YEARS OF HELPING BUSINESS SAVE MONEY 


Wilmington, Del. 


Your business, too, can benefit from the 
many time- and money-saving features 
of a National System. Nationals pay 
for themselves quickly through savings, 
then continue to return you a regular 
yearly profit. National’s world-wide 
service organization will protect this 
profit. Ask us about the National Main- 
tenance Plan. (See the yellow a7) 


pages in your phone book.) 
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R. K. Mautz and R. E. Schlosser 


HE IMPORTANCE to management of a 
| jor swan system of internal control 
is implied forcefully in the following 
definition: 


Internal control comprises the plan of 
organization and all the coordinate meth- 
ods and measures adopted within a busi- 
ness to safeguard its assets, check the 
accuracy and reliability of its accounting 
data, promote operational efficiency, and 
encourage adherence to prescribed man- 
agerial policies. 


If management is to obtain from em- 
ployes their cooperation in implementing 
the policies established in its highest 
councils, if it is to have assurance that its 
planned and programmed activities are 
carried out with reasonable efficiency, if 
it is to have confidence in the financial 
and other data supplied by its accounting 
department, and if it is to provide ade- 
quate safeguards for the enterprise assets 
for which it is responsible, it must have 
in effective operation certain control 
measures. The normal proclivity of indi- 
viduals to errors both in mechanics and 





*Internal Control,” a special report by the 
Auditing Procedure Committee of the Ameri- 
can Institute of Certified Public Accountants, 
1949. 


Necessary Standards of Internal Control 


in judgment resulting from carelessness, 
ignorance, and misunderstanding, plus 
the ever-possible event of dishonesty and 
deceit make reliance on uncontrolled em- 
ployes not only inadvisable but inex- 
cusable on the part of responsible man- 
agement. In short, if management is to 
manage with any reasonable prospect of 
success, it must first give attention to a 
system of internal control. 

It is our contention, further, that a 
series of standards can be developed that 
will be of practical aid to management in 
evaluating its internal control methods 
and procedures both as to completeness 
and effectiveness, and that, in addition, 
internal control must be kept in balance 
with other aids so it neither dominates 
nor is neglected. 

It might be noted that internal control 
is not solely an accounting function. Be- 
cause accountants were among the first to 
recognize the importance of internal con- 
trol measures and give this subject atten- 
tion in all aspects of their work, there is 
some tendency to regard internal control 
as an accounting problem. But internal 
control goes well beyond accounting; in- 
deed, accounting is but one aspect of a 
complete system of internal control. 

This is clear if one attempts to analyze 
internal control in terms of its most basic 


An effort to reduce the com- 
plexities of internal control 
to a few fundamental statements 


components. If one approaches internal 
control, not from a strict accounting point 
of view, but rather as a systems analyst 
concerned with all phases of business ac- 
tivity, and then tries to reduce internal 
control measures to fundamental opera- 
tions, he will find that there are but seven 
basic tools or techniques available for use 
in the development of satisfactory in- 
ternal control. Each of these techniques 
may be applied in a variety of ways de- 
pending on specifics of the given situa- 
tion. The adequacy of any given system 
depends on the skill with which these 
basic techniques are utilized in designing 
and operating the system. These tech- 
niques are: 


1. Organization 5. Training 


2. Records 6. Physical safeguards 
3. Reports 7. Clerical proof 
4, Review devices? 


Accepting the fact of management's 
responsibility for adoption and mainte- 
nance of effective internal control meas- 
ures, how is it to evaluate the measures 


* For a discussion of these techniques, see 
R. K. Mautz and R. E. Schlosser, ‘Techniques 
of Internal Control,” The Journal of Account. 
ancy, October 1957. 
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designed and performed by staff and line 
subordinates ? 

It appears the most useful assistance 
here might be the development of a series 
of standards against which any system 
might be measured. For this purpose, a 
standard is conceived of as a minimum 
level of acceptable achievement. 

It is at this point that recognition of 
the basic techniques of internal control is 
useful. Provision should be included for 
the use of all the basic techniques, if ap- 
licable, in a compatible and effective 
manner. With these thoughts in mind, we 
have attempted to develop a set of stand- 
ards which we feel a sound system of 
internal control should meet. 


STANDARDS OF INTERNAL CONTROL 


1. Authority for the performance of 
all activities essential to enterprise ob- 
jectives and responsibility for performance 
of such activities should be clearly es- 
tablished and specifically prescribed. 

1A. Duties requiring performance of 
acts or operations should be assigned to 
employes other than those who au- 
thorize, record, or review those acts or 
operations; duties requiring custodian- 
ship of or access to property should be 
assigned to employes other than those 
who keep records of that property or 
review of approve discharge of the 
custodial responsibility. 

2. Sufficient reliable and pertinent 
operating and financial data to permit 
informed decisions by responsible off- 
cers and employes should be supplied 
on a timely basis. 

2A. Proof devices, electronic, me- 
chanical and other, should be employed 
in the accumulation and processing of 
data to reduce to a reasonable minimum 
the possibility of inadvertent errors and 
intentional irregularities. 

3. Actions, events, and transactions, 
both projected and completed, should 
be reviewed sufficiently to give reason- 
able assurance that transactions essen- 
tial to enterprise objectives are effected 
and that unauthorized and otherwise ir- 
tegular transactions are prevented or 
discovered. 

3A. Provision should be made for a 
system of reports indicating acceptance 
of responsibility for all important 
transactions, custodial activities, re- 
views, and approvals. 

4. Provision should be made for the 
performance of all necessary activities 
by employes who are qualified as to 
training, experience, ability, and integ- 
tity for the discharge of their respon- 
sibilities, and whose replacement, tem- 
porary or permanent, is provided for 
in case of inability or unwillingness to 
perform. 

5. The risk of loss of valuable assets 
and records should be reduced by pre- 
cautionary measures insofar as reason- 
ably possible. 
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One of the most important factors 
in obtaining control over enterprise op- 
erations is appropriate use of the tech- 
nique of organization—the establish- 
ment of levels and lines of authority, 
assignment of responsibilities, and the 
delegation of duties. 


ORGANIZATION 


The first standard is aimed at the 
positive aspects of organization, the 
assurance that certain essential func- 
tions and activities are performed. Its 
corollary (1A) is directed toward what 
may be called negative or preventive 
aspects of organization. It is important 
that certain actions be performed and 
certain responsibilities be accepted, but 
more than this is required. Attention 
must be given to the appropriate as- 
signment of duties which would be 
incompatible, from an internal control 
point of view, if submitted to the con- 
trol of one person. Thus organization 
has both positive and negative aspects; 
both require consideration for internal 
control purposes. 

Some writers consider organization 
to be a function of management sep- 
arate from internal control, which they 
tend to view primarily as an accounting 
responsibility. This, however, results 
from an inability to see internal control 
as the important component of manage- 
ment responsibility which it is, rather 
than from any real failure to view or- 
ganization as a device for obtaining 
control. Once we expand our under- 
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standing of internal control to coincide 
with the definition presented earlier, 
we can see the importance of organiza- 
tion in the control scheme. 


RECORDS, REPORTS AND REVIEW 


The second standard emphasizes use 
of the devices of records and reports 
to provide essential data to responsible 
officers and employes. Just as control is 
unlikely in the absence of effective or- 
ganization, so is it unlikely that control 
will exist if no provision is made to 
supply physical, financial, and other 
data to executives. In addition, if these 
data are to provide a satisfactory basis 
for judgments and decisions, such steps 
as employment of mechanical and elec- 
tronic calculating devices and double 
entry bookkeeping must be taken to 
eliminate errors and irregularities so 
the data may be accepted as reliable. 
Thus the application of the internal 
control techniques of records, reports, 
and proof devices are called for by 
Standard No. 2 and its corollary. 

As suggested previously, it is not 
sufficient to provide for the perform- 
ance of certain duties and the assign- 
ment of responsibilities. Steps must be 
taken to assure that the duties are 


actually performed timely, efficiently, 


and as prescribed, and that responsi- 
bilities are discharged. This calls for 
use of the internal control technique of 
review. Every enterprise activity must 
be subjected to review either contin- 
uously, periodically, or occasionally, or 
(Continued on page 451) 
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— Basic Considerations 


H. Massie Smoot 


N EXPERIENCE with virtually all types of 

industrial companies, I have found that 
most are eager to expand and diversify 
their business. Much less often I have 
found companies which, usually be- 
cause of the personal reasons of those 
who own a controlling interest in the 
company, desire to dispose of all or 
part of their interest in the company, 
or are willing to merge with another 
company which might have working 
control if not actual control—a so- 
called ‘“‘up-hill” merger. 

The more common problem in cor- 
porate management seems to be how 
one should go about expanding and di- 
versifying the business, and protecting 
it against the usually unpredictable new 
developments by other companies which 
might encroach upon the business of 
the company in question. 

Frequently I have observed that 
many companies which wish to expand 
or diversify their business do not have 
any specific idea of what they wish to 
achieve, when they wish to achieve it, 
or how they can achieve it. There are 
some basic questions to be raised, I sug- 
gest, before a company goes ahead. 


WHAT ARE A COMPANY'S 
OBJECTIVES? 

The first step in embarking on an 
expansion or diversification program is 
to draw up a carefully considered long- 
range program stating what the com- 





Before Expanding or Diversifying 


pany’s over-all objectives are. This 
should cover a desired time objective, 
and to what extent the company should 
expand in the same field, related fields 
or completely unrelated fields. These 
objectives should state what is most de- 
sirable for the company. However, a 
company should not restrict itself to 
the most desirable objectives because 
Opportunities might be available which 
could be very advantageous although 
they do not fit in with the previously 
planned objectives. Often, objectives 
must be limited by a company’s particu- 
lar situation which might come under 
the general description of What does the 
company have to work with? 


WHAT MEANS ARE AVAILABLE 
TO A COMPANY? 

In formulating a plan it is highly ex- 
pedient to have clearly in mind just 
what a company can or cannot do or 
should not do. This raises many ques- 
tions such as: 


What presently owned facilities are 
available? 

W hat management is available? 

W hat manpower is available? 

What “know-how” is available which 
is not being used to its fullest advantages? 

Does the company have products which 
have not been fully developed or mar- 
keted? 

















This article is based on Mr. Smoot’s experiences and 
observations as an investment and banking officer of the 
Bank of New York, as a director of a manufacturing com- 
pany, as a financial officer of another manufacturing 
company, and as a consultant to a wide variety of indus- 
trial companies on diverse corporate financial problems. 
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Does the company really know 
what it wants to accomplish 
and how to go about it? 


W hat research facilities are available? 
What distribution facilities are avail- 
able? 


This list of questions could certainly 
be made much longer in any particular 
situation. These questions naturally 
bring up the question of the converse; 
that is, Which of these things are needed 
by the company? 

Another vital consideration is what 
financing methods are available to the 
company and which is the most desir- 
able. Should the company in any acquisi- 
tion pay cash, incur debt, issue preferred 
stock, issue common stock or a combina- 
tion of these? Sometimes a company may 
find that the laws of the state in which 
it is incorporated are highly restrictive 
and it may be desirable through some 
expedient method to reincorporate in 
another state. Sometimes this can be 
accomplished through a merger in a 
situation where it would be relatively 
easy to obtain the required vote of 
stockholders. 


FORMULATING A PROGRAM 
AND SPECIAL CONSIDERATION 


After careful consideration has been 
given to these questions of a company’s 
objectives and its resources, the com- 
pany should have a program which, as 
a minimum, should cover whether or 
not they should: 


Expand with established 
products ; 

Expand with products which have 
been developed, but for which a market 
has not yet been established ; 

Develop new products with the pres- 
ent organization, or an augmented or- 
ganization. (If 50, in what line?); 

Acquire new products, processes, pat- 
ents, etc. (If so, in what lines?) ; 

Acquire or merge with other com- 
panies; or (Continued on page 422) 
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Accounting News from Royal McBee 





From Royal McBee, leaders in the field of data processing, comes 
an accounting tool especially designed for the small and medium-sized 


business—as well as for decentralized offices of larger corporations. 


- This is THE ROYAL McBEE GENERAL RECORDS POSTER. 


Most versatile, because it brings the benefits of mechanization to all 





your accounting — payables, receivables, payroll, general ledger— 


without specialized personnel. Most efficient, because it eliminates 





repetitive writing, slashes paper-handling costs by as much as 60%. 


Most flexible, because it’s completely adaptable to current methods, 





varying work loads. Most economical, because its low cost is 





well within your company’s means. Forms are immediately available 
from stock—or can be custom-made to your requirements. Your nearby 
Royal McBee Data Processing Systems Representative has had a wealth 
of experience in solving accounting problems. Call him, or write 


Royal McBee Corporation, Data Processing Division, Port Chester, N. Y. 


for your complimentary copy of our illustrated brochure Number S-533. 



















































































Accomplish an up-hill merger; that 
is, one in which the company would be 
controlled or dominated by the com- 
pany it is merging with. 


The type of merger and the terms 
thereof may often bring up the ques- 
tion of what is in the best interest of 
both management and the stockholders. 
Sometimes there may be a conflict of 
interests between those of management, 
or part of it, and the stockholders or 
some of them. Suits by minority stock- 
holders are not at all uncommon and 
often have been successful. 


SOURCES OF ACQUISITIONS 


If a company has decided that it 
should expand or diversify beyond its 
present organization, it should then go 
on an “all-out program” to achieve its 


objective. Since good things are hard to 
come by, it is recommended that all 
possible methods which are reasonable 
be employed. These would include not 
only making your own search, but mak- 
ing the best use of outside sources such 
as consultants, business brokers, invest- 
ment banking and brokerage houses, 
commercial banks and trust companies. 
In using services of other organizations 
there should be a clear understanding 
beforehand as to what the fee arrange- 
ments are. 

It is commonly believed that situa- 
tions which are offered for sale, or have 
been “shopped around,” are not at- 
tractive. This is not always the case. 
What is desirable as an acquisition for 
one company might be undesirable for 
another. Imagination and a sound ap- 
praisal are required. Sometimes outside 








CIRF ACQUISITIONS AND MERGERS STUDY 


With the aim of providing a comprehensive guide for 
the managers of companies considering an acquisition or 
merger, a study is being conducted in this field by Robert B. 
Wheelan, research associate of Controllers Institute Re- 
search Foundation. The tentative outline for the findings in 
their published form is as follows: 


1. Introduction—Growth Policy—Acquisition vs. Devel- 


opment. 


2. Form of Acquisition—Selection, Financing and Tim- 


ing. 


3. Valuation Techniques. 


4. Evaluation Considerations. 
5. Tax Alternatives and Advantages—Buyers and Sell- 


ers. 
6. Legality. 


Sample Checklists Currently Used by Companies in 


7. 
Specific Industries. 
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professional sources such as consultants 
can be very useful in appraising the de. 
sirability of an acquisition and the Price 
or terms under which it should be un. 
dertaken. A third party assisting in 
negotiations can sometimes do more 
harm than good. However, a third party 
usually can be of invaluable assistance 
in not only bringing two principals to. 
gether, but also in giving the principals 
an opportunity to talk more freely than 
they would if they were talking directly 
to each other. 


USE OF A THIRD PARTY IN 
NEGOTIATING THE TERMS 


Once a company has found a situa. 


‘tion it wants, it is faced with the prob- 


lem of what are the desirable and work. 
able terms. This not only involves a fair 
appraisal of what the situation is worth 
but is inextricably bound up with the 
requirements or desires of each party, 
such as taxation and the desire for cash 
or readily marketable securities. Usually 
it is necessary to find out at some point 
not only what are the desires of each 
party, but what are the necessary te- 
quirements. This is a phase in which a 
third party can be most helpful. The 
assistance of competent lawyers, public 
accountants, underwriters, appraisers 
and other such professional help is 
often indispensable. Without the best 
advice in these matters a company 
might make an unwise decision which 
would not only be disadvantageous f.- 
nancially, but might even subject it to 
large liabilities. 


REVISE YOUR PLANS 
WHEN NECESSARY 


Every time a step is taken in accom- 
plishing anything in an expansion of 
diversification program, a company 
should consider if that step indicates 
the desirability of making a revision in 
its program. Also, if a company goes 
for more than, say, six months without 
any substantial indication of accom- 
plishing any of its objectives, it should 
then consider revising its objectives, or 
changing or augmenting the methods 
it has used. 


CONCLUSION 


Expansion or diversification is highly 
desirable for most companies. If they 
do not do it by one means or another, 
they are likely to go downhill or may 
not even survive. To put it briefly, a 
well-managed company should develop 
a long-range program, should employ 
the best possible means and methods at 
its disposal for accomplishing its objec- 
tive, and should periodically revise its 
program in the light of what it has ac- 
complished, or what it has failed to 
accomplish. 











ANCO windshield wiper blades and 
arms play an important role in safe 
driving. 


BURROUGHS TYPING ACCOUNTING MACHINES INCREASE SPEED BY 
51% ON RECEIVABLES AND GENERAL LEDGER FOR THE ANDERSON CO. 


The seene: Gary, Indiana, where The Anderson Company produces ANCO windshield wiper 
blades, arms and other patented safety products. The job: accounts receivable and general ledger 
accounting. The equipment: Burroughs Typing Sensimatic Accounting Machines. The results: 
President John W. Anderson reports ‘““Burroughs equipment handles our heavy work load in half 
the time formerly required—51% faster, to be exact. The excellent typing feature increases speed 
substantially. And because the equipment is so easy to operate, it makes operator training simple.” 


Burroughs and Sensimatic—TM’s 


Burroughs data processing equipment 
ranges from accounting machines to 


complete electronic computer systems. B u Yr Yr ough Kes, 


It’s supported by outstanding systems = Burroughs 
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You dial... 
IBM cards 
do the 
talking 


Another advance in IBM TELE-PROCESSING*—the IBM 1001 Dats 
Transmission System. It’s a low-cost method of collecting data fron 
distant locations over regular telephone lines. 

Now all you need to send IBM cards home to Central Accounting 
is a low-cost device smaller than a typewriter. You just call the 
receiving location on the telephone and insert the cards into the 
IBM Card Reader. Variable information can be introduced throug! 
a keyboard. At the receiving end, identical data is automaticall 
punched on cards by the IBM Card Punch. The transmission charg? 
is the same as for any telephone call. 


*Trademark 
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The Card Reader and Card Punch are the sending and receiving 
elements of the new IBM 1001 Data Transmission System. Used in 
conjunction with telephone company service, such as Bell System 
Data-Phone, the system can transmit pre-punched cards or informa- 
tion keyed in by the sender. No additional punched card equipment 
isneeded at the sending end. 

This new advance in IBM TELE-PROCESSING means that a central 
data system, such as the IBM RAMAC® 305, will be able to update 
records of transactions periodically reported from many scattered 
locations such as centralized payroll and inventory control, cash 


reporting from branch offices, store-ordering of stock in super- 


market chains. 
WHAT IBM TELE-PROCESSING MEANS TO YOU 


This system is a further extension of IBM TELE-PROCESSING—a con- 
cept backed by years of IBM experience in data transmission. It 
makes possible faster data flow and better management control. Ask 
your IBM representative about the new advances in IBM TELE- 
PROCESSING and how they can help your company gain peak effi- 
ciency in data processing applications. Data Processing Division, 
International Business Machines Corporation. 


IBM. TELE-PROCESSING 





“These two delusions—that money will 
solve anything, and more money will solve 
it faster, and that it’s the other fellow’s 
money we're spending—have almost de- 
stroyed our opportunities for orderly fiscal 
planning.” 


N ADDRESSING the New Jersey State 
| Chamber of Commerce recently, budget 
director Maurice H. Stans attacked the 
fallacy that more money can be spent 
without increasing taxes, and that when 
we turn to the Federal Government to 
solve local problems we are not spend- 
ing our Own money. 

The urge to spend is epidemic, and 
it has obscured the constructive role of 
budgeting as a deliberate way to tie 
together our capabilities with our aims. 
At the same time, our readiness to bor- 
row has created continuing obligations 
that destroy our flexibility. Many of our 
commitments reflect more of yesterday's 
priorities than today’s. 

In charting our future course, four 
major circumstances must be taken into 
account: 

First, in appraising the Soviet threat, 
we must realize that they have chosen 
the economic battlefield; their attack is 
aimed straight at the strength and sta- 
bility of the American dollar in the 
world. 

Next, our continuing unfavorable 
balance of payments has elements of 
danger. Our ability to manage our fiscal 
affairs, and to maintain a strong dollar 
will decide whether or not these dan- 
gers develop. 

Third, compensatory fiscal policy has 


Fiscal Fallacies Threaten U. S. Solvency 


not worked as it was supposed to. In a 
downspin, we accelerate government 
spending to pull ourselves out; but 
when equilibrium is restored we seem 
to lack the fortitude to cut back. 

And fourth, the shadow of inflation 
is always stalking us. Any relaxation at 
all is a danger threatening the values of 
savings, insurance and pensions. 

These circumstances force us to face 
certain questions: 

Are we as strong and secure against 
economic attack as we are militarily? 

Can we continue to demand more of 
government than we are willing to pay 
for in taxes? 

Can we allow ourselves any longer the 
delusion that if money comes from Wash- 
ington someone else provides it? 

Here are examples of the fiscal trend 
in the Federal Government in the dec- 
ade from fiscal 1950 to 1960: 

Total federal taxes and receipts rose 
from $36.5 billion to $78.6 billion—an 
increase of 115 per cent; 

Expenditures for agricultural pro- 
grams went from $2.8 billion to $5.1 
billion—a rise of 85 per cent; 

Expenditures for natural resources 
grew $1.2 billion to $1.8 billion—a rise 
of 50 per cent; 

Expenditures for labor and welfare 
went from $1.9 billion to $4.4 billion— 
a jump of 130 per cent; 

Expenditures for major national se- 
curity rose from $13 billion in 1950 to 
$45.6 billion in 1960—a growth of 250 
per cent; 

Expenditures for interest on the pub- 
lic debt increased from $5.7 billion to 
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$9.3 billion—a gain of about 60 per 
cent. 

Project this same trend into the next 
decade and see what you get—a fed. 
eral budget of $160 billion in 1970. 

Impossible? Yet is that any more fan- 
tastic to imagine than the increase we 
have already had—from $3 billion in 
1930 to $9 billion in 1940, to $40 billion 
in 1950, to almost $80 billion in 1960? 

Our present national debt of about 
$290 billion is far from all we owe for 
the past. This is just the interest-bear- 
ing debt. Benefits which we have voted 
to veterans and their dependents will 
cost $300 billion in the years ahead. On 
top of that, unfinanced government 
liabilities for military and civil service 
retirement already come to nearly $60 
billion more. 

And along with this, the Federal 
Government is piling up C.O.D.’s for 
future redemption at an astounding 
pace. Our commitments for highway 
improvements, for public housing, for 
civil public works, and for merchant 
shipping and other subsidies run into 
the tens of billions. In fact, these com- 
mitments together with the huge un- 
spent balances of appropriations in the 
defense program come out to nearly 
$100 billion of C.O.D.’s. 

So the $290 billion of public debt, 
plus over $350 billion of future obliga- 
tions for past services, plus nearly $100 
billion of C.O.D.’s add to the almost 
unbelievable total of nearly $750 bil- 
lion—and that is the Federal Govern- 
ment’s mortgage on America’s future. 

This is the bleak situation we will do 
well to ponder when people ridicule 
$80 billion budgets as austere and reac- 
tionary, and when we are asked to be- 
lieve that we can have more spending 
and tax cuts and prosperity for every- 
one, all in the same breath. 

This is the people’s fight. It can’t be 
won by relying wholly on Presidential 
vetoes nor on occasional speeches by 
the budget director. 

The task we face is to define the orbit 
of government, to rethink our priorities 
for public spending, to seek and achieve 
progress without sacrificing solvency 
and stability in our governmental busi- 
ness. 

Our priorities should be three: 

First, to provide for a strong national 
defense. Next, to work for a strong 
economy and a sound currency. And, 
lastly, to work for the most effective use 
of our resources for domestic purposes, 
to put the nation’s interest ahead of 
selfish interests, to build on partnership 
between government and the private 
economy in seeking our goals. 
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Explaining Issues 
in the Community 


Educating the community on business 
issues is a job which many business exec- 
utives have found surprisingly easy. Part 
of the reason is the fact that the general 
ublic along with many public officials 
has inadequate knowledge of tax prob- 
Jems, interest rates, financing by munici- 
pal bonds and similar practical subjects. 
It is here that the businessman’s profes- 
sional knowledge is most welcome and 
needed. Four methods are in wide use 
today : 


1. Encourage staff people to speak at 
local functions. 

2. Offer the services of skilled em- 
ployes to the community. 

3. Work with other businessmen, off- 
cials, ministers, charities to come up with 
constructive suggestions for improving 
weaknesses in the community. 

4. Feed data—and suggestions—to lo- 
cal newspapers and other public media. 


New Analysis Shows Inventories 
To Be Close to Business Level 


If viewed simply on the basis of his- 
torical relationships of inventories to 
sales, the present level of business in- 
ventories appears to be sharply below 
normal. However, on the basis of the sev- 
eral variables included in a new inventory 
measure developed by the National In- 


dustrial Conference Board, the level of | 
business stocks now appears to be nearly | 


in line with business activity. The same 
analysis, which uses equations relating 
prospective inventory demand to sales, 
orders and backlogs, suggests only slight 
additional accumulation in the near future. 


AAA Continues Fellowships to 
Future Accountancy Teachers 


With the awarding of $1,000 each to 
six students currently working on their 
Ph.D.’s in Accounting, the fellowship 
program of the American Accounting As- 
sociation has gone into its second year. 

The program, which is supported by 
contributions, aims to help alleviate the 
shortage of qualified accounting teachers. 
In general, the Association’s Committee 
on Accounting Fellowships attempts to 
determine those students who have (1) 
the greatest promise as teachers and (2) 
the greatest need of financial assistance. 

Groundwork for AAA’s accounting 
fellowship program was laid in 1957 
after the shrinkage in the supply of ac- 
counting teachers had become _increas- 
ingly clear in the '50’s. The shortage was 
and is due to the increasing need for ac- 
countants with advanced degrees on the 
part of public accounting firms, industry 
and governmental agencies. 
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Savings are automatic, too 
with 
‘“AUTOMATABELS" 


Start saving up to 10% right now with 
Ever Ready’s new pin-feed automatic 
labels. These amazingly inexpensive 
‘“‘Automatabels” have refashioned auto- 
matic labeling and proved a consider- 
able savings for banks, insurance firms, 
schools, government agencies and vir- 
tually every type of business. In three 
sizes, thrifty ““Automatabels” will op- 
erate smoothly and effectively in every 
business machine with a pin-feed platen 
or tractor feed, and in addition, are 
used extensively in convenient roll form 


ee ce ee ye ; 
j O eVeER READY LABEL | 
la © CORPORATION 
| fever 357 Cortlandt Street * Belleville 9, New Jersey ! 
leaders in label printing for almost half a century. | 
| Mr. Theodore E. Lash ] 
| Comptroller i 
ease send me detailed information regarding ‘‘Automatabels. 
PI d detailed inf i ding ‘‘Automatabels.”’ | 
[_] Please send me actual samples of your ‘‘Automatabels.”’ 
| [] Please send me Ever Ready’s Label Idea Kit. | 
cL EE OE Te RE EET Ee TOE eT ET FENG o Ceadcasveveasecavades 
DI conics cissexinkdensivesscaskesesedase ding eee | 
PN. PARMENIEIIIT 56, 0-6 0:4 '0'0 6a: nie Maa hy eta wb wb ong die gener el eee aaa ee ! 
oot cot as ivteuinendcaeen gue ae ! 
A ic ce et en weet ey ms Snr sinh sir comms enue eee en up meas I nsuscgsoto ia GLEISGERESS GORENG 


for all platen feed typewriters. 

‘‘Automatabels” are pressure sensitive 
and will adhere to almost anything. 
Their adhesive provides a smooth- 
as-glass surface when applied to tabu- 
lator cards, assuring perfect operation. 
Ever Ready’s 50 years of label experi- 
ence guarantees the finest quality at 
quantity prices. Send coupon below 
today for more detailed information 
on “Automatabels” and Ever Ready’s 
Label Idea Kit. “Automatabels” come 
in roll form and fanfolded packs. 






















CTING to stimulate bipartisan interest 
A in governmental affairs, Ford Motor 
Company announced recently a novel 
plan aimed at encouraging its employes 
to aid the political party of their choice. 
Meetings have been held in company 
locations throughout the United States 
to explain the plan, known as the Ford 
Effective Citizenship Program. 

The new program provides employes 
an opportunity not only to learn the 
mechanics of this country’s political 
system but also to volunteer for service 
with and to contribute financially to 
the party of their choice. 

The political training course, consist- 
ing of eight two-hour sessions, to be 
held after working hours, and the party 
activity plan will be offered initially to 
supervisory employes of the company. 
Because of practical problems involved 
in reaching the company’s 120,000 
hourly employes in plant locations 
throughout the United States except by 
mail, the company communicated in- 
formation on the program to them by 
letter. 

Henry Ford II, company president, 
called the course an opportunity to ‘‘en- 
courage our own employes to be in- 
creasingly active in the political party 


Ford Spurs Employes’ Political Activity 


of their own choice. 

“I repeat—of their own choice, not 
the company’s,” Mr. Ford said. 

In announcing the program, Allen 
W. Merrell, director of Ford’s Civic 
and Governmental Affairs Office, said: 

“We want to encourage our employes 
to become active in their own political 
parties—not in any sense as agents of 
Ford Motor Company, but in their own 
private capacities—as a citizenship re- 
sponsibility. The basic reason underly- 
ing this phase of our civic and govern- 
mental affairs program is simply this: 
Government in the United States is the 
direct product of politics. Therefore, an 
effective way each of us can work for 
good government is by becoming active 
in our own political party. 

“Anything that we can do to help 
strengthen the organization and im- 
prove the vitality of both political par- 
ties helps to strengthen and improve 
our free system of government.” 

Mr. Merrell explained the mechanics 
of the program as well as the thinking 
behind it as follows: 

The political party participation plan 
provides employes with an opportunity 
to decide voluntarily whether they wish 
to engage during non-working hours 
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THE GAP WITH oy, 


CREDIT INSURANCE 
PROGRAM 


Credit Insurance bridges the gap between 
an expanding sales program and a sound 


Credit Insurance enables you to enjoy 
peace of mind concerning current collec- 
tions. Also, it gives you the opportunity to 
develop profitable business with customers 
with whom you have had little, if any, 


Ask your London Guarantee Representa- 
tive to explain in detail how Credit Insur- 
ance can solve your collection problems 
and increase sales. Or, if you prefer, write 


CREDIT INSURANCE DEPARTMENT 
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MEMBER OF THE PHOENIX OF LONDON GROUP 55 FIFTH AVENUE, NEW YORK 3, NEW YORK 
Over Sixty Years of Continuous Service In Credit Insurance 









in political activities of the party of 
their choice and whether they wish to 
contribute financially to that party, 
These choices are as secret and private 
as a voter marking his ballot in a poll- 
ing booth. 

The participant is given two cards 
and two envelopes. On the cards, he 
can mark the party of his choice, indi- 
cate his willingness to work for and 
contribute to that party and provide his 
name and address. These cards, along 
with a contribution, are placed in an 
envelope on which the participant 
marks the party of his choice but gives 
no clue as to his personal identity. This 
envelope is then sealed and placed in 
the second envelope which is addressed 
to a company collecting agent who for. 
wards the inner envelope, without 
Opening it, to the political party of the 
participant’s choice. No other employe 
or official of Ford ever sees the con- 
tents of the inner envelope. 

The practical politics course, to be 
offered weekly, will be directed by 
training discussion leaders utilizing in- 
struction materials developed by the 
Civic and Governmental Affairs Office. 
It is the newest program developed by 
that office which Ford pioneered among 
large companies in 1950. 

The course consists of instruction in 
six basic subjects and two general meet- 
ings—one with local political leaders 
and the other covering political party 
and governmental organization in the 


| community where the course is given. 


Thomas R. Reid, Civic and Govern- 
mental Affairs manager, said, “The put- 
pose of the course is to provide practi- 
cal information on the political processes 
through which government officials are 
selected under the two-party system.” 

“Tt is not a discussion of issues, nor 


| is it propaganda for anybody’s views 
| about legislation,” he added. ‘‘Rather it 


will provide an understanding of the 
processes and techniques of political 
party committees, conventions and elec- 
tion procedures in all levels of govern- 
ment.” 

Previous efforts by the company to 
encourage employes to participate in 
politics have earned the praise of patty 
leaders as a significant contribution to 


_ American political parties and govern- 


mental affairs. 





A NEW APPROACH TO 


BUDGETING 


Write for Information 


McCORMICK & COMPANY 


Consulting Engineers 
Park Building Yonkers, N. Y- 
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Sauce for the Goose 

An industrial engineer of their ac- 
quaintance, according to Rogers, Slade & 
Hill of New York, was sounding off 
about the productivity lag in the paper- 
work end of his business. 

In manufacturing “. . . we not only 
have to see that the company avails itself 
of every proved technological advance, 
and that we get the utmost in willing 


_ OCTOBER 23226, 1960 ee ee 
FAIRMONT HOTEL 


cooperation from our labor, but on occa- | 


sion we have to tear down and reconstruct 
4 whole operation—facilities, methods, 
organization and all. 

“That . . . is what the paperwork end 

of this company needs .. . the words 
on paper that come out of these [new] 
machines are identical (except for date) 
with the correspondence and office memo- 
randa and records that used to come out 
of the old copying presses fifty years ago. 
Worse, the company’s use of its records 
is still basically the same as it was in the 
days before World War I. Consequently, 
the proportion of clerical costs to all 
others in the total cost-per-ton of our 
product has steadily increased over the 
years. 
' “What this company needs is a basic 
overhaul of its whole concept of the pur- 
pose and use of records, and a reconstruc- 
tion of its procedures accordingly.” 


Rises in Labor Productivity 
Often Lead Business Upturns 
Results of a study by Thor Hultgren, 


member of the research staff of the Na- | 
tional Bureau of Economic Research, | 


show that a more rapid increase in labor 


productivity than in hourly wages has | 
usually accompanied and often preceded | 
a general business recovery. At the same | 
time, there have been corresponding de- | 


clines in labor cost per unit of output. 


Hultgren’s statistical findings corrob- | 


orate the opinion long held by business 
cycle analysts that “behavior of costs, es- 
pecially in relation to prices and hence to 
profits, plays a peculiarly important role 


in the generation of business cycles,” ac- | 
cording to Geoffrey H. Moore, associate | 


reau. 


director of Research of the National Bu- 


As new industrial techniques are intro- | 


duced, Hultgren reports, their influence 
is felt both in expansions and in contrac- 
tions. The innovations usually involve 
completion and operation of new, im- 
proved plant and equipment. 

“Some of the construction started dur- 


ing expansion is completed in contraction, | 


and some of the orders for equipment 
placed before a peak are not delivered 
until later. As the volume of production 
declines, enterprises can use their newer 
facilities and leave the older and less effi- 
cient ones idle.” Sometimes the improve- 
ments enable an industry with declining 
Volume to raise efficiency and reduce labor 
costs. 
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Concurrent Industry 
Round Tables. 
Apparel; Banking and 


Investment; Cement; 
Chemical, Paint and 
Allied Products; Drugs 
and Cosmetics; Electri- 
cal Manufacturing; 
Fire and Casualty 
Insurance; Foods, Bev- 
erages and Allied 
Products; General 
Manufacturing; Life 
Insurance; Machinery 
Manufacturing; Metals 
Manufacturing; Min- 
ing and Extractive; Of- 
fice Equipment; Paper 
Products; Printing and 
Publishing; Public 
Utilities; Textiles; 
Transportation. 


Controllers 
Institute 


of America 





PLUS .. . An all-day 
wine tasting tour of 
the Napa Valley on 
Saturday, October 
22nd. ... Reception on 
Sunday evening.... 
Dinner dance and show 
Tuesday night. 





DON'T MISS « « « 


Roy Reierson, Vice President, 
Bankers Trust Company, on 
the economic situation. A rec- 
ognized authority on econom- 
ics, money and banking, he is 
also chief economist and a 
member of the bank’s senior 
management group. 


A three-way look at business 
education—Thomas H. Car- 
roll, Pres., George Washing- 
ton University, will examine 
shortcomings of the business 
school system; Richard Don- 
ham, Dean of the School of 
Business at Northwestern Uni- 
versity, will present the busi- 
ness school side; and Hans C. 
Todt, Comptroller of Bristol 
Laboratories Inc., and Chair- 
man of Controllers Institute’s 
Education Committee, repre- 
senting the employer, will dis- 
cuss what is expected of the 
schools. 


Standard Oil Company of Cal- 
ifornia presenting their man- 
agement planning and control 
program. As outlined by Wil- 
son K. Minor, Comptroller, 
it will highlight those areas 
in which Standard has out- 
standing programs. 


Dr. Lee DuBridge, President 
of the California Institute of 
Technology. Among univer- 
sity circles and in the space 
program he is considered a 
leader in education as well as 
scientific research. 


“Free Enterprise or Disaster” 
by a man who knows. Dr. 
Nicholas Nyaradi, Director of 
Bradley University Institute 
of International Studies, was 
Under-Secretary of the Treas- 
ury and later Minister of Fi- 
nance in Hungary until in- 
creasing Soviet pressure forced 
him to flee in 1948. 


| RN, SPONSORED BY SAN FRANCISCO CONTROL 








Two concurrent tech- 


nical sessions: Profit 
Improvement—The 
Controller’s Challenge 
presented by Booz, Al- 
len and Hamilton; and 
The Impact on Ameri- 
can Business of Foreign 
Political and Economic 
Developments moder- 
ated by John Shallen- 
berger, Consultant, 
International Commit- 
tee for Scientific Man- 
agement, and formerly 
with Stanford Research 
Institute; and featur- 
ing Gilbert H. Clee, a 
Director of McKinsey 
& Company, Inc. and 
in charge of their in- 
ternational practice; 
John Ewing of the 
Stanford Graduate 
School of Business ; and 
Frank Turner of the 
Stanford Research In- 
stitute. 

















429 













































TULANE 


Two new features have been added to 
the Tenth Annual Tulane Tax Institute 
scheduled to be held in New Orleans, La., 
October 26-28, 1960 at the Tulane Uni- 
versity Center. 

The first will be a question-answer 





luncheon session at which speakers for 
each day’s meeting will hold informal 
quiz sessions in separate dining rooms. 

Also new will be Work Shop sessions 
following the luncheons, at which lead- 
ing New Orleans attorneys, accountants, 
tax managers and banking officials will 
preside. 

The Tenth Annual Tax Institute will 
close with an omnibus question-answer 
session, in which all speakers will par- 
ticipate. 


AMERICAN 


Current developments in automatic 
data-processing systems will be the theme 
of the Seventh Institute on Electronics in 
Management to be held at the American 
University, Washington, D. C., from 





Hughes Aircraft Company Travelers 
Use The Traveletter” System 


Mr. Edgar King, BSEE, shown above, Field Engineer for Hughes 
Aircraft Company, is one of 300 technical consultants to the U. S. Air 
Force organizations. These Hughes Engineers travel all over the world 


in the performance of their duties. 


To expedite their world wide travels and to maintain a constant 
and close liason between them and our Air Services, Hughes Aircraft 
travelers carry a Traveletter® Authorization. Their Traveletter Au- 
thorization makes it easy for Hughes travelers to cash their 
Travelorder® drafts anywhere they go. 

The Traveletter System reduces cash advances, saves accounting 
time, prevents lost time, and builds the morale of travelers. 

Used by companies employing from 1 to 1000 travelers, including 
United Aircraft Corporation, Charles Pfizer & Co., Western Elec- 
tric Co., Minneapolis Honeywell Regulator Co., Kendall Mills, A. B. 


Dick Company and many others. 


Descriptive Brochure on Request 


Traveletter—Reg. U. S. Pat. Off. 
Travelorder—Reg. U. S Pat Off. 


TRAVELETTER CORPORATION e GREENWICH 2, CONNECTICUT 


Traveletter 


The modern system for handling 
travel expenses ... Since 1894 





Universities Offer Short-Term Study Opportunities 








October 31 through November 4, 1960, 

Sponsored by the School of Govern. 
ment and Public Administration of the 
University, the Institute is designed for 
management personnel, both line and 
staff, from government, business and in- 
dustry, particularly those who are en- 
gaged in planning or using automatic 
data-processing systems. 

Institute sessions will be held at the 
Downtown Center of the University, 
1901 F Street, N.W., Washington 6, 
D. C., from 9:00 a.m. to 4:30 p.m. daily, 
For further information write to Dr. 
Lowell H. Hattery at the F Street address, 


CHICAGO 


The 13th Annual Federal Tax Confer. 
ence sponsored by University of Chicago 
Law School is set to run from October 26 


| through October 28 in the auditorium of 


the Prudential Building in Chicago, Il- 
linois. Purpose of the Conference is to 
inform tax attorneys and others of chang- 


| ing trends in the federal tax structure 
| and proposed legislation which could af- 
| fect taxes. Hart Spiegel, Chief Counsel 
| for the U. S. Internal Revenue Service 





will be a featured speaker at the opening 
session. Mr. Spiegel’s subject will be 
“Current Operations in the Chief Coun- 
sel’s Office.” 


DENVER 


The Annual Tax Institute at University 
of Denver, Denver, Colorado (tenth ina 
series), will commence with registration 
of delegates on November 9, 1960 and 
close on November 11. 


NORTHEASTERN 


A management development pro- 
gram alternating one week of study 
with three weeks on the job is designed 
to meet some of the criticisms of most 


| of the current management develop- 


ment programs. The work/study plan, 
being offered by Northeastern Univer- 
sity, Boston, Massachusetts, in the fall 


| of 1960, takes a seven-week program of 


instruction and spaces it out over a Six- 
month period. After a two-week orien- 


| tation, a man attending the program is 


never away from his job more than one 
week at a time because he alternates 
three weeks at his regular job with one 
week of study at the university. 

The timing of this program has been 
selected to force participants to plan 
ahead for their week of study and to 
give the “student” a chance to relate 
what he has learned at school to what 
he is doing on the job. Advantages 
claimed for this program include the 
obvious fact that the executive attend- 


| ing the course does not have to be away 


from his job for a lengthy period. 
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MONROBOT XI Another Achievement from Monroe 











versity, 
ton 6, 


FROM NOW ON, e/ectronic computers 


will all be judged by this’ one. The 


MONROBOT XI /s 2n a//-purpose 
e/ectronic computer priced and sized 
pres for the moderate-size business unit. 
MONROE has /ngenious/y compacted 
all the functions of the super-giant 
versity computer into a desk-size solid state 
h ina 5 
machine any typist can operate. 
Despite appearances, this is no 
miracle, though that may be disputed 
by elated businessmen for whom 
e/ectronic data processors had always 
been far too big or too costly. And to 
those already initiated, it brings the 
widely expanded benefits of decen- 
tralized electronic data processing. 
Astonishing how little Monrobot X/ 


costs and how fast it wi// pay you back 


| 
+) 


Monroe Calculating Machine Company, Inc. Sales and service in principal cities everywhere. General offices, Orange, N. J. 
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A SIGNIFICANT SOURCE OF 
ACCOUNTING MANAGEMENT 


Gentlemen: 
Our choice candidates 
scoped below are dynamic, cre- 
ative, available, and relocatable. 
Upon your request, aptitude and 
personality tests will be given. 
Do feel free to call upon us 
for general personnel advice or 
specific placement action. 


tele- 


Yours very truly, 


COMPTROLLER TREASURER— 
$30,000 
Age 40. Presently earning $25,000 for 
a mfg organization with sales in xs of 
$100 mil. He has successfully negoti- 
ated throughout the country. Some of 
his specific accomplishments are: Re- 
organization of the financial dept. to 
clearly define center of responsibility, 
installation of budgetary control and 
profit & cash forecasting, and direction 
of IBM installation. 


TAX DIRECTOR—$18,000 

Age 40. BS Fordham and MBA Ac- 
counting from NYU. He presently 
holds down a tax manager position 
for one of the major industrials with 
intensive problem solving experience 
in Federal and State taxation. He is 
certified in NY and has taught ac- 
counting at Rutgers for 11 years. 


COST MANAGER-$14,000 

Age 36. As cost manager for the past 
4 years for a giant manufacturer, he 
has advised top management on all 
matters of cost. His experience also 
embraces much in the comptrol area. 
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Personnel Services, Inc. 


"50 Church St. aimee 
WoOrth 4-8410 


Member 
A.M.A, & Nat, Assoc. of Accountants 
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Financial Communication 


(Continued from page 410) 


| with the company’s financial communica- 
| tion needs. In undertaking the improve- 
| ment of routine procedures we must make 


certain that the cause of difficulties is 


| dealt with rather than one or more of the 
| minor results of a major defect. It is a 
| human failure to tinker with controls and 


routines in isolation from each other, 
rather than carefully diagnosing the prin- 
cipal cause of the difficulty and placing 


| emphasis on its correction. 


WHAT KIND OF COMMUNICATOR? 
What kind of fellow should the con- 


| troller be to properly discharge his re- 


sponsibility for financial communications ? 
I suggest that apart from technical qual- 


| ifications the required attributes are some- 


what as follows: 
The controller must cease thinking of 
himself as a specialist in any limiting 


| way and must become a member of the 


ee we : 


management team in the broadest sense. 
As a communicator, he must develop the 


| forward look—the habit of thinking of 
| current and past results in terms of the 


significance for the future. He must cul- 
tivate the faculty of understanding and 


| dealing with people successfully, not only 


with his financial associates but with all 
members of the management team who 
have definite responsibilities of their own 
and to whom information must be given 


| if it is to be put to constructive use. 


To be fully effective in this field, the 


| controller must organize his diverse ac- 


tivities and delegate responsibility so that 
he can meet the information needs of 


| management as they arise. He must be 
| able to meet these needs no matter how 


inconvenient the timing may be, and 


| simultaneously continue to discharge his 


own direct responsibilities. 

Furthermore, the controller needs to 
have a first-hand knowledge of operating 
problems at every location. Let no one 
get the impression that the controller’s 
responsibility for financial communication 


| can be discharged from the seclusion of a 
| private office by issuing directives. There 
is no substitute for an intimate knowledge 


of local conditions acquired by contacts and ” 
conversations with supervisors throughout _ 
the company, and regular trips to the | 
field. 7 

For adding to the controller's stock of 7 
information, a systems and methods sec. 7 
tion can be invaluable, particularly with 7 
respect to routine and repetitive commu. 7 
nications. In addition, auditors, both ex. 
ternal and internal, have unusual contacts 
throughout the company at all levels and ~ 
they also can be invaluable in spotting 4 
flaws in communications and suggesting _ 
corrective measures. 


RESTATING MAIN POINTS 


In summary, these are the principal 
points which I believe every controller © 
should bear in mind in carrying out fi 
nancial communications: 


1. Nonfinancial personnel transmit a 7 
great deal of financial information and it ” 
cannot be otherwise. j 

2. The subjects of business communi- 7 
cation and financial communication have — 
much in common and are difficult to 7 
separate. ; 

3. Communication is a two-way street ~ 
or it is nothing. 

- 4. Effective financial communication 7 
starts at the top. Leadership by top execu- | 
tives will not go unnoticed. 4 

5. Financial communications should 7 
provide the recipients with the specific in- 7 
formation they wish to get because, if 7 
otherwise, the sender is imposing his 7 
judgment in an area in which he lacks © 
management responsibility. Desired in- 7 
formation, however, should be supple- = 
mented by any other data pertinent or ap- % 
propriate to the subject and purpose. j 

6. Financial communications should be 7 
styled or designed to promote ready as- 7 
similation of important points. Compli- 7 
cated, technical presentations are to be 
avoided. Inconsequential details should = 
be omitted or subordinated to the main 7 
objective. E 

7. The controller is the one person ™ 
most responsible for a company’s day-to- » 
day financial communication. His primaty ~ 
responsibility is not selling or manufac: 7 
turing but prompt, complete and reliable 
communication of fact and estimate. 


CHANGING YOUR ADDRESS? 


Notice of change of address for THE CONTROLLER 
should be received in the editorial offices of THE CONTROL- 
LER, Two Park Avenue, New York 16, N. Y., before the 
first of the month to affect the following month’s issue. For 
instance, if you desire the address changed for your Novem- 
ber issue, we should be notified of your new address before 
October 1. Be sure to include your postal zone as well as 


your old and new address. 
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All new three-quarter and full suspension files, designed 
and built by the leaders in the data processing accessory 
equipment field. This line includes all the features our 
customers have asked for through the years. pha are 
quality files, economically priced. 

The tray which fits all files is the basic part of the new 
line. It gives positive compression, is light in weight and 
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Three-Quarter Suspension 
CAPACITY 
231 filing inches 
48,150 cards 


PRICE 
Without lock Cat. 1385-11 $115.75 
With lock Cat. 1385-12 $123.75 


high sided to protect the cards. Full card labeling and 
self-stacking too. 

In addition to the files shown, a new transfer file will 
be added soon, to give you the best, but least, expensive 
storage for your inactive records. The same tray will be used. 

Send for a brochure giving complete details on the new 
Gold Star line or call your local Wright office. 


Prices F.0.B. Worcester 
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Controllers Business Show To Open October 23, San Francisco 


The Annual Business Show of Control- 
lers Institute, staged this year at the 29th 
Annual International Conference of the 
Institute, being held in San Francisco, 
California, from October 23-26, will be 
open to visitors at noon on Sunday, the 
23rd, and will be on view daily at the 
Fairmont Hotel throughout the entire 
Conference. 

The Business Show Committee, under 
the chairmanship of John R. Lavinder, 
assistant secretary and assistant treasurer, 
California Packing Corporation, will be 


activities. 


in charge of this phase of the Conference 


Exhibitors who will have interesting 
and comprehensive displays are: 

Charles Bruning Company, Inc.; Data- 
matic—Division of Minneapolis-Honey- 
well Regulator Co.; Dashew Business Ma- 
chines, Inc.; Dictaphone Corporation; 
Friden, Inc.; General Electric Co., Com- 
puter Division; Gray Audograph Corpo- 
ration; Haloid-Xerox, Inc. 

Also Insurance Company of North 
America, Inc. ; International Business Ma- 


chines, Inc.; Lumbermens Mutual Casu- 
alty Co.; Monroe Calculators, Inc., Di- 
vision of Litton Industries, Inc.; Mutual 
Boiler & Machinery Insurance Co.; Na- 
tional Cash Register Co., Inc.; Norelco, 
Division of North American Philips Com- 
pany, Inc.; Radio Corporation of Amer- 
ica. 

Also Remington Rand, Division of 
Sperry Rand Corporation; Smith-Corona 
Marchant Inc. ; Statistical Tabulating Cor- 
poration; Stromberg Division, General 
Time Corporation; Tab Products Co.; 
Thermo-Fax, Division of Minnesota Min- 
ing & Mfg. Co.; Thomas Collators, Inc.; 
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New from Royal Precision... RPC-9000 





THE LOWEST-PRICED COMPLETE DATA PROCESSING 
SYSTEM ON THE MARKET TODAY! 


Economical design: The new, completely-transis- 
torized RPC-9000 is designed for serial mode of 
operation. This feature utilizing magnetostrictive 
delay lines for high-speed memory permits great 
reduction in original equipment costs. Tape trans- 
ports using continuously revolving loops of mag- 
netic tape rather than “start-and-stop” techniques 
further cut initial investment. 


Efficient operation: The RPC-9000 processes data 
“in line.” Data are accepted in random order, and 
all affected records are automatically updated in a 
single uninterrupted sequence of operations. No 
batching or sorting is necessary. Data are recog- 
nized by content, not location. This eliminates the 
need for location codes, and allows efficient utili- 
zation of storage capacity. Eight separate records 
are searched simultaneously. Completely buffered 
input-output permits simultaneous operation of all 
system components. 


Tailored to your needs: With the RPC-9000 you 
buy the exact amount of data processing you re- 
quire. Start with the basic system—computer, tape- 





typewriter, magnetic tape storage unit. Then, as 
your volume grows, you can add high-speed paper- 
tape punches and readers; punched card readers; 
line printers; additional tape typewriters; more 
magnetic tape cartridges; more internal memory. 
You can operate up to 30 of these devices at the 
same time. 


Economical in use: The RPC-9000 is designed for 
ease of operation and maintenance. It uses power 
from any ordinary wall outlet, requires no air con- 
ditioning or site preparation. This low-cost system 
will perform the full range of your data processing 
needs. See your nearby Royal McBee Data Process- 
ing Systems Sales Representative without delay, or 
write to the address below for comprehensive 
brochure. 


&- Royal Precision Corporation 


Royal Precision—producers of the LGP-30, the RPC-4000 and the 
RPC-9000—is jointly owned by the Royal McBee and General Pre- 
cision Equipment Corporations. Sales and service are available 
coast-to-coast, in Canada and abroad through Royal McBee Data 
Processing Offices. 

















MARKETED BY ROYAL MCBEE, DATA PROCESSING DIVISION, PORT CHESTER, N. Y. 


If you have sales ability, and are interested in electronic data processing contact your nearest Royal McBee Data Processing Office, 
or write Sales Administration Director, Royal McBee Corporation, Port Chester, New York. 







(Continued from page 416) 


for planning and other purposes. Expo- 
sure then would be (1) to accounting and 
finance, (2) to the major data-handling 
areas, and (3) to the “intelligence” areas 
of the business. 

I would, I might say parenthetically, 
expect to reciprocate by utilizing other de- 
partment trainees in my own department. 

I do not really know just how long this 
period of exposure might be. For those 
whose future seemed limited I would be 
tempted to make it relatively short. For 
those few who seemed to have a chance 
to reach my job or higher, I would not 
think five to ten years was excessively 
long. 


MIDDLE YEARS 

After the early years of exposure had 
ended and my top candidates had emerged, 
I would bring them back to the control- 
ler's department. Training from that point 
for the next five to ten years—let us say 
to about 35—would have the following 
objectives: 


1. To enhance knowledge of the pur- 
pose and operation of the controller's de- 
partment ; 

2. To provide the opportunity to de- 
velop administrative skills by actually run- 
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Coming Demands upon Controllership 


ning sections and units of the department; 

3. To furnish some knowledge of 
taxes ; 

4. To provide experience in the tech- 
nical and human aspects of change by 
participating in task forces and in study 
groups dealing with problem situations ; 

5. To provide some understanding of 
the process of working with groups out- 
side of the controller's organization by 
actually serving as the controller's repre- 
sentative on cost analyses, procedural 
problems and other regular or special 
work; 

6. To provide ample opportunity to 
participate in the development and anal- 
ysis of information for planning and con- 
trol. (If the usefulness of financial, eco- 
nomic and other types of information 
increases and the analytical techniques of 
OR, coupled with EDP, make this in- 
formation more valuable, the controller 
of the future will need to be strong in 
this area. He ought to start to develop his 
muscles before he needs to use them) ; and 

7. To provide an understanding of the 
concepts, the basic operating principles 
and the opportunities, problems and chal- 
lenges involved in using EDP and OR. 
Obviously, the attempt is not to make 
technical experts of the trainees; on the 
other hand, the aim also is not to produce 
merely a superficial knowledge of these 
subjects but rather a degree of under- 
standing which will permit the trainees to 
make a valuable contribution to the cur- 
rent project and to obtain a sound basis 
for initiating, accepting or rejecting and 
supervising projects as their responsibil- 
ities increase. 


It is obvious that to accomplish this, 
the trainees cannot remain assigned to a 
single job for too long a period of time. 
On the other hand, jumping too fast and 
too often frequently induces poor work 
habits in the trainees, disrupts the smooth 
operation of the department and creates 
ill will among those who are not marked 
for advancement. Somehow, therefore, a 
judicious selection of moves must be 
made—preferably in a way which permits 
two or more of the training objectives to 
be achieved simultaneously. Participation 
in regular groups as the controller's rep- 
resentative on interdepartmental matters 
or in special task forces with interdepart- 
mental assignments can be two of several 
effective ways of accomplishing this. 


FINAL PREPARATORY YEARS 


Training in the final preparatory years, 
if you can still apply that word to trainees 
who have advanced to positions of such 
responsibility, will probably take care of 
itself—probably following pretty much 





the lines presently in use. The prime cap. 
didate(s) often with the abilities if no 
the rank of an assistant or division cop. 
troller are given further experience which 
is a compromise between (1) the desire 
to provide additional training and (2) 
the need to have a department function 
efficiently. 

There is always some choice in assign. 
ments, however, even if only on a patt- 
time basis. I would be inclined to select 
for the prime candidates for my successor 
those assignments which— 


1. Widened their knowledge of plan. 
ning and control ; 

2. Increased their understanding of the 
problems and practices of other depart- 
ments; 

3. Enhanced their understanding of 
EDP and OR; 

4. Widened their circle of acquaint- 
anceship among key executives of other 
departments of the company and with 
top management; and 

5. Further acquainted them with the 
psychology of groups and the psycholog- 
ical dynamics of change. 


When the day came for me to accept 
my gold watch and retire, I would pat my 
successor on the back, wish him well and 
feel that I had done the best I could to 
prepare him. I would, I am sure, regret 
that the period of preparation was so 
brief that there were many areas which 
were cut short or passed over very quickly. 
My successor would, I am equally sure, 
consider the period of preparation far too 
long—at least until a few months after he 
had taken over. 


EDUCATION FOR CONTROLLERSHIP 


What then do I feel is a good educa- 
tion for your successor of 1970-75, in an 
era where EDP, communications and OR 
will have been and will still be bringing 
about major change? 


1. A broad college education—com- 
bining liberal arts and a variety of busi- 
ness courses with a light accent on ac- 
counting. 

2. Rotation through a number of key 
operating and financial departments and 
sections. 

3. Practical experience in administra- 
tion and in the dynamics of change. 

4. Training in accounting, taxation 
and finance. 

5. Some technical training in EDP 
and OR and practical experience in work- 
ing with it; a good knowledge of con- 
cepts and basic principles. 

6. Substantial training and_participa- 
tion in the process of planning and con- 
trol. 

* * * * * 


Much of what I have suggested sur- 
prised you not at all. Perhaps, if I have 
surprised you in any way, it is by not 
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advocating that a larger portion of the | 


preparatory period be devoted to EDP, 
OR and complex administrative systems. 
My major reason is negative—there are 
too many other demands of greater im- 
ortance. A good understanding of basic 
principles and concepts (especially con- 
cepts) coupled with enough practical ex- 
perience to get a real feel for how things 
work and don’t work, should take care 


of the controller's prime requirements. To | 


drop to the next level requires an expend- 


iture of time which I at least feel might | 


more profitably be spent on other things. 


There is, in other words, a place in the | 


organization for both the specialist and 
the man with general business knowledge 
and ability. It is a mistake to think they 
must be the same man and that that same 
man must be the controller. 

I should like to underline this point by 
quoting more or less freely from two pa- 
pers I prepared on prior occasions. 

A couple of years ago I was asked to 
talk about business games and their rela- 
tionship to the grand concept of manage- 
ment control. I tried to do this by relat- 
ing mathematical management—if I can 
use this term to describe the general proc- 
ess of management assisted by mathe- 
matics—and high-speed data handling, to 
management control. I said something 
like this: 

“There is a grand concept of business 
which says that business consists of a 
large number of complicated interrela- 


tionships, capable of being expressed in | 
terms of mathematical formulae. Business | 


data processing under this concept con- 
sists of two parts—(1) the housekeeping 
part—i.e., paying employes, paying ven- 
dors, billing customers, collecting cash, 
etc., and (2) the data-producing part— 


ie, providing the information necessary | 


for the decision-making and control cycle. 
The second part of this job (the produc- 
tion of data for decision-making and 
control) can be thought of as providing 
the raw material which these formulae 
need to work. You can easily visualize, I 


imagine, pouring into a computer a large | 


amount of data about sales, costs, ex- 


penses, etc.—factual data taken from the | 


company’s records—plus a lot of addi- 
tional data—about company plans, mar- 
ket conditions, price trends, competitor 
actions, general economics, and some fac- 
tors for the probability that certain events 
will occur and certain actions will take 
place. Once within the computer, these 
data would be operated upon in accord- 
ance with the rules laid down by the 
mathematical formulae developed to rep- 
resent reality. The result would provide 


a basis for reviewing the past or taking | 


action in the present or planning for the 
future. 

“To do this in anything like its com- 
plete form would, even in smaller com- 
(Continued on page 438) 
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ACCOUNTING 








Now! Any accounting firm or depart- 
ment can eliminate the big typing 
load that is a costly, time-taking 
headache during tax season. With 
Bruning’s remarkable new Copyfiex 
Model 105 copying machine — priced 
no higher than a standard typewriter 
—you can make sharp, low-cost cop- 
ies of tax returns and supporting 
schedules directly from government 
and state approved translucent 
forms. Accountants fill in the forms 
(printed on one side only) with pen- 
cil, ink, or typewriter. Copyflex re- 
produces all necessary copies quickly 
and easily at a cost of only I? each, 
for materials for letter size. And any 
Copyflex copy is acceptable for filing. 
You save many hundreds of dollars 
in typing cost, get tax returns and 
‘schedules out days to weeks earlier. 
You just can’t afford not to investi- 
gate by mailing the coupon below. 








BRUNING) 


Charles Bruning Company, Inc., Dept. 9-M 1800 Central Rd., Mt. Prospect, Ill. 
Offices in Principal U.S. Cities + In Canada: 103 Church Street, Toronto 1, Ontario 


Please send me information on your low-cost Copyflex Model 105 _ 


for tax returns and accounting. 


Name 





Company 





Address. 





City County 


















Coming Demands upon Controllership 


(Continued from page 437) 


panies, require a fantastic amount of 
computing capacity and a knowledge of 
business that we do not have. It has not 
been and, in all probability, never will be 
done in anything like its ultimate detail. 
“Nevertheless, as a concept, the grand 
concept is absolutely valid. Express the 
business relationships as mathematical 
formulae; feed in data about past or fu- 
ture facts and probabilities; calculate re- 
sults and choose a course of action; deter- 
mine actual results and recalculate course 
of action. What is being done so far is to 
apply this concept to a limited area of 
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TABULATING - COMPUTING - CALCULATING 


TYPING 


CHICAGO + NEW YORK + ST. LOUIS «+ NEWARK - 
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+ TEMPORARY OFFICE PERSONNEL 


business—to inventories, to sales effort 
allocation, to determining work force 
needs, etc. 

“In spite of its difficulties, the promise 
seems so great that partial achievements 
are sure to come.” 

In the book, Business Experience With 
Electronic Computers, which members of 
our firm wrote for the Controllers Insti- 
tute Research Foundation, we included a 
chapter dealing with “Unresolved Mat- 
ters.”” In discussing the relative lack of 
progress to date in using EDP or OR to 
build new management information sys- 


Today, there’s no reason for any com- 
pany to pass up the speed, savings and 
accurate business controls made possible 
by clerical automation. 

STATISTICAL’s low-cost data- 
processing service makes the advantages 
of automatic techniques available to 
any company—large or small. 

If you do not have tabulating equip- 
ment, STATISTICAL provides the 
methods, manpower and machines to 
process the reports you need on a pay- 
as-used basis. This gives you all the 
benefits of electronic data-processing 
without the expense of installing more 
equipment and hiring extra help. 

For companies with tab departments, 
STATISTICAL can help save time and 
money on overloads and special assign- 
ments, and supply computer service 
to tie in with conventional equipment 
for still greater economies. This computer 
service is also available for initial 
programming, for overloads or for 
continuing work that does not warrant 
your own installation. 





Ask for brochures covering 
these specific services: 
* Computer Service 
* Sales Analysis 
* Inventories 
* Accounts Receivable and Payable 
* General Accounting 
* Production Planning 
* Payroll 
* Insurance Accounting 
* Association Statistics 
* Market Research Tabulations 














Write or phone for full details 


General Offices: 

53 West Jackson Blvd. 
Chicago 4, Illinois 
Phone: HArrison 7-4500 


CLEVELAND «+ LOS ANGELES + VAN NUYS 


tems, we made the following observations 
which I think are pertinent to the trainin 
for controllership I have just described: 


There are other reasons for the failure 
to achieve progress in developing new 
management information systems which 
may require a change (1) in the direction 
of the effort or a change (2) in the type 
of people making it. 


A FEW FURTHER QUESTIONS 


What are the information requirements 
of the various levels of management in 
concrete, specific terms? 

With such diverse desires for informa- 
tion about the same transaction on the 
part of different levels of supervision, 
how can all be provided with what is 
wanted as part of an integrated System ? 

Is the ultimate test of management in- 
formation its usefulness not merely in 
providing a background for managerial 
action, but also in drawing attention to 
significant problems and opportunities? 

If so, who has developed or who is to 
develop and state in concrete monetary or 
physical terms the criteria which are to be 
applied to measure performance, to high- 
light exceptions, etc. in many of the most 
significant areas of the business? 

How are criteria to be kept in tune with 
changes in the internal and external con- 


ditions under which the enterprise oper- 


ates, etc.? 

In short, who is to provide and when 
will there be made available concepts 
which call for the combined efforts of 
management, the economist, the control- 
ler, the operations researcher, the financial 
executive, the organization expert, etc., 50 
that they can be fashioned into use for 


| EDP—the robot? 


These concepts are concerned with sub- 
stance, not with techniques, where direc- 
tion must come from those who can deal 
with substance, not cope with techniques. 
It is in this area that the controller should 
be strong. It is for this function that his 
training should prepare him. 


Tax Executive Institute 

The 15th Annual Conference of Tax 
Executives Institute will be held on Oc- 
tober 30-November 3 at the Americana 
Hotel, Bal Harbour, Miami Beach, Flor- 
ida. Participating in the Conference will 
be state tax administrators from the south- 
eastern states, Treasury and Internal Rev- 
enue Service representatives and tax of- 
ficials from Canada, Mexico and U. S. 
Possessions. 

Among the topics to be discussed by 
leading state tax administrators are State 


| Income and Franchise Tax Developments; 


Sales and Use Taxes; and State Tax 
Incentives for Industry. Of particular in- 
terest will be talks on Depreciation; De- 
termination of Earnings and Profits; Tax- 


| ation of Foreign Income; Estate Planning; 


| and Federal Tax Highlights. 


THE CONTROLLER * SEPTEMBER, 1960 





ations 
Lining 
ed: 

ailure 
- new 
which 


ection 


> type 


ments 
nt in 


orma- 
2 the 
/sion, 
at is 
tem ? 
at in- 
ly in 
eerial 
mn to 
05? 

is to 
vy or 
to be 
high- 


most 


with 
con- 
Oper- 


when 
cepts 
‘sof 
trol. 
ncial 
C. $0 


> for 


sub- 
lirec- 
deal 
ques. 
ould 
t his 


Tax 


cana 
Flor- 

will 
uth- 


state 
nts ; 
Tax 
- in- 
l'ax- 


ing; 


1960 





Industry Round Tables Scheduled 
for CIA Conference in San Francisco 


INETEEN separate industry groups will 
N meet in concurrent round-table ses- 
sions on Monday afternoon, October 24, 
during the 1960 Annual International 
Conference of Controllers Institute of 
America. The round-table concept, which 
has been in effect for many years at the 
Institute conferences, provides the frame- 
work within, which financial executives 
can informally discuss common problems 
and topics of interest to their industry. 
While designed for the benefit of those 
in specific industries, each session is open 
to anyone attending the Conference. 

* * * 


Apparel. A round-table discussion for 
this industry group will be headed by 
Stanley Stein, the Manhattan Shirt Com- 


ny. 

Bankin g and Investment. A round-table 
discussion of “Special Services Offered by 
Banks” will be led by Arthur P. Ringler, 
vice president-operations, Chemical Bank 
New York Trust Company, and Harold 
E. Randall, vice president and comptrol- 
ler, First National Bank of Boston. The 
chairman of this industry round table is 
F, W. Bardusch, deputy controller, Chase 
Manhattan Bank, while the vice chairman 
is Merle E. Gilliand, vice president and 
comptroller, Pittsburgh National Bank. 

Cement. Final details on this meeting 
are now being arranged by Kenneth A. 
Conningham, assistant to the president, 
Permanente Cement Company, who is the 
chairman, and Paul Duncan, vice presi- 
dent, Marquette Cement Manufacturing 
Company, who is the vice chairman. 

Chemical Paint and Allied Products. 
Two subjects will be discussed at this 
round table, which has been arranged by 
Earl J. Wipfler, assistant controller, Mon- 
santo Chemical Company, who is the 
chairman, and Norman E. Miller, con- 
troller, Atlas Powder Company, who is 
the vice chairman. Mr. Miller will discuss 
“Method of Control for Research Ex- 
penditures”” while Norman Oxley, assist- 
ant comptroller, Allied Chemical Corpora- 
tion, will discuss “Evaluation of Results 
of Research Activities.” 

Drugs and Cosmetics and Soaps. At 
this meeting, N. T. Halvorson, resident 
partner, Ernst and Ernst, will speak on 
“Current Trends in Consolidated Finan- 
cial Statements” and Professor John T. 
Wheeler, University of California, will 
discuss “New Developments Under FTC 
Regulations.” The chairman of this meet- 
ing is R. E. Westfall, secretary and 
treasurer, Eli Lilly International Corpora- 
tion, while Allen B. Faux, controller, 
Pitman-Moore Company Division, Allied 
Laboratories, Inc., is the vice chairman. 

Electrical Manufacturing. A discussion 
of “Market Forecasting in the Electrical 


Industry” will be led by William W. 
Wright, vice president-finance, Beckman 
Instruments, Inc. The program has been 
arranged by Wilford R. Penny, treasurer, 
Consolidated Systems Corporation, and 
John C. C. Byrne, vice president-finance, 
Robertshaw-Fulton Controls Company, 
who are serving as chairman and vice 
chairman respectively of this group. 

Fire and Casualty Insurance. Leading a 
discussion on ‘‘Financial Reports to Man- 
agement’’ will be W. H. Crawford, vice 
president and treasurer, Industrial In- 
demnity Company, and Richard F. Tharp, 
vice president and controller, Firemen’s 
Fund Insurance Company, according to a 
report by the chairman, William R. 


Phelan, vice president-treasurer, United 
States Fidelity and Guaranty Company. 
The vice chairman of this industry group 
is T. Corwin Steele, secretary and control- 
ler, Royal-Globe Insurance Company. 

Foods, Beverages, and Allied Products. 
To answer the question, “What Can We 
Do As Managers to Stimulate the Inter- 
est of Production Personnel in Cost Con- 
trol?’’ the chairman of this conference, 
Stanley E. Brackett, assistant controller, 
Walter Baker Chocolate Division, Gen- 
eral Foods Corporation, has arranged for 
a panel of four men. Assisting Mr. 
Brackett is the vice chairman, Richard 
McMorrow, treasurer, Union Starch and 
Refining Company. The speakers will be 
William N. Dose, general controller, 
Carnation Company; Charles Ehrhardt, 
assistant controller, Anheuser-Busch, Inc. ; 
John K. Griffin, assistant controller, Cali- 
fornia Packing Corporation; and John 
Barranger, vice president and treasurer, 
Stephen F. Whitman & Son. 

General Manufacturing. The featured 
speaker at this industry meeting will be 
William A. Crichley, controller, Dia- 
mond Alkali Company, who will discuss 
“The Controller's Part in Establishing 
Accounting Principles.’ This meeting has 
been arranged by Donald E. James, secre- 
tary-treasurer, Fisher Scientific Company, 
who is the chairman and Raymond C. 
Mengel, division comptroller, Owens- 
Illinois Glass Company, who is the vice 
chairman. 

Life Insurance. Four speakers will pre- 
sent papers at this meeting, according to 


the chairman, Robert A. Miller, vice 
president and controller, State Mutual 
Life Assurance Company of America, and 
the vice chairman, Robert C. Johnson, 
comptroller, the Union Central Life In- 
surance Company. The speakers and their 
subjects are: Burnell H. Miller, vice-pres- 
ident and controller, State Farm Life In- 
surance Company, “Long-Range Planning 
in the Life Insurance Business’; Charles 
B. Lunsford, vice president and control- 
ler, the Equitable Life Assurance Society 
of the United States, “Organization and 
Administration of the Controller's Job in 
an Insurance Company”; Robert M. 
Tracy, vice president and controller, the 
National Life Insurance Company, ‘‘Budg- 
ets-Home Office Expenses”; and Robert 
C. Johnson, comptroller, the Union Cen- 
tral Life Insurance Company, ‘‘Manage- 
ment and Control Reports.” 

Machinery Manufacturing. At this 
meeting Arthur Snyder, Jr., assistant con- 
troller, Norton Company, and Robert R. 
Neilson, controller, Morgan Construction 
Company, will lead off a discussion on 
‘Analyzing Proposals for Capital Expen- 
ditures.’’ This meeting has been arranged 
by William H. Perks, treasurer and con- 
troller, the Norton Company, and Robert 
R. Neilson, controller, Morgan Construc- 
tion Company, who are serving as chair- 
man and vice chairman, respectively. 

Metals Manufacturing. The chairman 
of this group, S. T. Gustina, assist- 
ant controller, Aluminum Company of 
America, announces that he and the vice 
chairman, C. W. Rowles, controller, 
Armco Steel Corporation, have arranged 
for three speakers. R. L. Boorman, assist- 
ant controller of Systems and Research, 
Kaiser Steel Corporation, will take the 
subject “Standard vs. Direct Costing and 
the Cost Price Relationship” while 
Charles E. McCreary, assistant treasurer, 
and assistant secretary, Colorado Fuel and 
Iron Corporation, will discuss “New 
Trends and Practices in Inventory Con- 
trol.” The vice chairman, C. W. Rowles, 
will discuss “Management Programs for 
Recruiting Accountants and Their Subse- 
quent Training.” 

Mining and Extractive. The chairman 
of this group, Randal W. Reed, control- 
ler, the Atlantic Refining Company, and 
vice chairman, Howard L. Goodenough, 
comptroller, the American Smelting and 
Refining Company, have arranged for 
three speakers to discuss matters of par- 
ticular interest to those in the mining and 
extractive field. Lyle S. Cline, controller, 
American Metal Climax, Inc., will talk 
about ‘Expediting Results of Foreign 
Subsidiaries’’ while Erwin Witte, assist- 
ant comptroller, Standard Oil Company 
of California, will discuss “Application 
of Estimated Expense and Revenue Fig- 
ures.”” J. Wesley Huss, partner, Lybrand, 
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Ross Brothers & Montgomery, has pre- 

pared a paper on ‘What Can Be Done to 
Accelerate the Public Accountant's Cer. ~ 
tificate.”” 4 
THE SEARCH FOR Br AINS | Office Equipment. “Financial Planning © 
of New Product Development” is the © 

- - subject chosen for this session by the 

IN 1964 will be easier if you chairman, R. S. Laing, vice president. 

finance, the National Cash Register 

do something about it NOW... | Company, sod V7. 

| president, Monroe Calculating Machine 

| Company Division, Litton Industries. The 

speakers will include H. M. Sibley, con- 

Is your firm telling high school seniors and college students about | troller, International Business Machine 


the broad area of accounting careers today to insure having adequately | Corporation; P. H. Elicker, vice president 
ee | and treasurer, Smith-Corona Marchant, 


trained accounting personnel tomorrow? : 
(eee Inc.; R. G. Chollar, president, Industrial 
The National Committee on Education of Controllers Institute of Research Institute, Inc., and Ve 
America has prepared this three-color 16-page booklet to hel | dent, research and engineering, the Na- 
. pp page pebbiaiienis th daaal tional Cash Register Company. 
inform today’s students of the many career opportunities that stem | Textiles. For this meeting, the round- 
| table conference chairman, Richmond R. 
| Roberts, treasurer, Fieldcrest Mills, Inc., 


The result of two years’ work and constant consultation with leading | assisted by Archibald MacFarlane, treas- 
| urer, Coats and Clark, Inc., are planning 


educators, this booklet answers the questions most often asked by | sa a oe i ¢ 
students who are undecided upon a career. The Committee has already | > eS eee 5 A : 

: : | topics. Mr. Roberts will lead the discus- 

sent sample copies to colleges, secondary schools and guidance | sion on “Roles of Profit Objectives and 

counsellors throughout the country. | Long-Range Plans in Improving Profits” 
| while Harold E. Williams, vice president, | 
YOU CAN PLACE YOUR OWN IMPRINT ON THE BOOKLET IF YOU WISH | American Thread Company, will open the © 

TO IDENTIFY YOUR COMPANY’S INTEREST IN YOUR COMMUNITY | discussion on “Opportunities for Elec- 

| tronics in Long-Range Planning and 

Profit Improvement.” 

Transportation. The chairman of this 

| conference, Roger F. Brown, director of 

financial planning, Chesapeake and Ohio 

DESIGNED FOR DISTRIBUTION | Railway Company, and his vice chairman, 

by corporations to high school | R. A. Sauer, vice president and controller, 

d a d Railway Express Agency, Inc., has se- 
graduates and college under- | lected as a timely subject “Financial Plan- 
graduates in their recruiting | ning and Control in the Transportation 
areas, this “career” booklet is | Industry.” Three speakers who will give 

‘ ; their views on this subject are Charles 
aimed at attracting students to J. J. Cox, controller and assistant treas- 


accounting and providing you urer, Western Airlines; Leo J. Gosney, 
| vice president and comptroller, Western 


ae “Seis <r ge Pacific Railroad; and George H. Schrei- 
sonnel. | ner, comptroller, Matson Navigation — 
25¢ | Company. The transportation industry 7 
per copy | round table is one which is being held | 
| this year for the first time in several years. ~ 
| Three other industry round-table ses- 
| sions will be held in the fields of paper 
. om Place Your Onder Nou! products, printing and publishing, and 
a | public utilities. Complete programs fot 
these industry groups will be finished 
shortly. The chairman and vice chairman 


Controllers Institute of America 
Two Park Avenue, New York 16, N. Y. for these groups are: Paper Products— 
J. Finley Thompson, controller, _Fibre- 


copies of “Moving Up in Business—A Look at Managerial board Paper Products Corporation, and 


Accounting” at 25¢ per copy postpaid (Check enclosed ) (Bill me later ) E. W. Weston, secretary and treasuref, 
the Weston Paper and Manufacturing 


Company; Printing and Publishing— 
George D. Billock, vice president and 
treasurer, McCall Corporation; and, f- 
nally, Public Utilities—Arthur E. Gart- 
ner, controller, Consolidated Natural Gas 
Company, and W. Bernard Thulin, comp- 
troller, the Chesapeake and Potomac Tele- 
phone Company of Virginia. 





from academic training in accounting. 
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A new life 
for old tape 


.. through 
IBM service 


IBM offers a unique customer serv- 
ice: RECLAIMING OF USED IBM MAG- 
NETIC TAPE. At a nominal charge, 
this service provides for complete 
testing of a reel of tape and removal 
of all nonpermanent defects accu- 
mulated during use. Where it is not 
possible to reclaim the entire reel of 
tape, we will—at no extra cost—re- 
move the longest perfect section and 
return it to you. 

Of the thousands of reels of tape 
tested during the past two years, over 
50% were returned to the customer 
intact, completely free of contamina- 
tion... ready for a new life of service. 
Of the remaining reels tested, many 
were returned to the customer with 
long sections of perfect tape. 


The very concept of reclaiming used 
tape stems from the confidence we 
have in the quality of our Magnetic 
Tapes. We know the quality is there 
because we have never taken for 
granted either the accuracy or the 
durability of our Magnetic Tapes. 
Every bit...of every inch...of every 
reel...of IBM Magnetic Tape...is 
tested for perfection. We leave no 
margin for error—nor should you— 
for the cost of reliable tape is insig- 
nificant when you consider the save 
ings which result from its use. 

Your local IBM Sales Representative 
will explain how you can save by <i1s- 
ing tested and retested IBM Magnetic 
Tapes...and how, in many other 
ways, IBM helps you to enjoy Bal- 
anced Data Processing. 


- SUPPLIES 











Indispensable for sound 
business planning and control— 


Hi ACCOUNTANTS’ 
HANDBOOK 


A-to-Z guidance for all who use account- 
ing information or help prepare it. All- 
inclusive standard Handbook shows what 
to do and why in such important areas as the 
organization of accounts, preparation of re- 
ports and statements, design and installa- 
tion of accounting systems, methods of 
budgeting, internal control, and auditing 
procedures. 29 information-packed sections: 
Investments. Intangible Assets. Taxes. 
Dividends. Liabilities. Paid-In Capital. Re- 
tained Earnings. Governmental and Institu- 
tional Accounting. Distribution Costs. Em- 
ployee Compensation. Inventories. F 
Leaseholds, and Realty. Buildings and 
Equipment. Partnership Accounting. Etc. 

RUFUS WIXON, Editor; WALTER G. 
KELL, Staff Editor. Board of 28 Editors. 4th 
Ed., 1956. 1,616 pp.; 407 ills., tables. $15 





Guidance in every cost problem— 


Accountants’ 
COST HANDBOOK 


Now completely revised, this widely 
used Handbook supplies expert guidance 
in tackling any phase of cost system de- 
sign, improvement, or operation. It offers a 
detailed plan of attack for any cost problem; 
brings together the techniques, programs, and 
policies proved most useful in controlling and 
reducing costs throughout American industry. 
A guide to new developments, Handbook 
shows how cost accounting is coordinated 
with key management functions, how costs 
are influenced by legislation, government 
regulations, price changes. Includes new 
and improved methods of record-keeping 
and reporting, direct costing, break-even 
analysis, electronic data processing, etc. 


ROBERT I. DICKEY, Editor. Board of 22 
Editors. 2nd Ed., 1960. 1,046 pp.; 410 ills., 
tables. $15 


“An authoritative answer to the 
numberless practical problems 
which arise daily.“ New York CPA 


Hi MONTGOMERY'S 
AUDITING 


Famous key to auditing principles and 
practices gives top caliber policy advice, 
forthright opinion on controversial _is- 
sues, and _ efficient working procedures. 
Unique 4-way presentation discusses eac 
major account in terms of accounting princi- 
ples, internal control, auditing procedures, 
and statement presentation. Clarifies dis- 
tinction between internal accounting control 
and internal check—pinpoints controllers’, 
auditors’ responsibilities in regard to each. 
NORMAN J. LENHART, CPA and PHILIP 
L. DEFLIESE, CPA—Partners, Lybrand, Ross 
Bros. & Montgomery. 8th Ed., 1957. 766 pp. $10 





USE THIS COUPON TO ORDER 
1 
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CYBERNETICS AND MANAGEMENT* 
By Stafford Beer 





Reviewed by TIBOR FABIAN 
Director of Operations Research 
Lybrand, Ross Bros. & Montgomery 
New York 


It is only a short while since readers of 
business magazines and technical journals 
became familiar with the words “‘elec- 
tronic computer,” “operations research,” 
and their satellite technical terms. A new 
word has now been added to this vocabu- 
lary: ‘‘cybernetics.” Readers of THE CON- 
TROLLER should beware, for the word 
means nothing less than the science of 
control. 

Cybernetics dates back, in the pub- 
lished literature, to 1948, when the fa- 
mous mathematician and one-time child 
prodigy, Norbert Wiener, published the 
first book under that title. Those who can 
read Professor Wiener’s book stand in 
awe of the world it opens up, but few 
have the technical background, the mathe- 
matical foundation, required for any real 
appreciation of the ideas. Stafford Beer, 
the Head of the Department of Opera- 
tional Research and Cybernetics of the 
United Steel Companies Limited, under- 
took the task of presenting the ideas be- 
hind cybernetics to the layman and, at 
the same time, relating the new science of 
control to complex industrial entities, 
such as operating business firms. Let it be 
said at the outset that the task was a dif- 
ficult one and that Mr. Beer’s achieve- 
ment is to be commended. 


* Published by John Wiley & Sons, Inc., 440 
Park Avenue S., New Yorr 16, N. Y. $4.50. 


Just what is cybernetics? Perhaps the 
easiest way to explain the concept is by 
reference to a cartoon that appeared in a 
literary magazine not long ago. A car is 
pictured approaching The Automatic Shoe 
Factory. Piles of boxes surround the fac- 
tory; the windows are broken, boxes are 
falling out; the walls are cracked at the 
corners and are sagging; boxes can even 
be seen through the cracks. The driver 
exclaims: “For Pete’s sake, I forgot to 
turn off the factory before the weekend!” 

The drawing might well have described 
the situation in the automatic age of to- 
day. But in the cybernetic tomorrow this 
could not happen: factories will shut 
themselves off when a shutoff is in order. 
Cybernetics refers to a complete internal 
control system of some physical or bio- 
logical entity (or a hybrid of the two) 
which is activated by internal as well as 
external stimuli or influences. 

Today, when the science fiction of 
yesterday becomes reality before our eyes, 
the idea of cybernetics probably is ac- 
cepted more easily than it should be. 
When the moon rockets rise and clouds 
of nuclear explosion mushroom on our 
television screens, we seldom pause to 
pay tribute to the everyday miracle: How 
is it that the hand is able to reach for the 
knob on the set without wavering, with- 
out a lengthy trial-and-error procedure? 
Our muscles are under some physiological 
control; they are swiftly directed by a 
system of nerves which is governed by a 
decision that, again, was a consequence of 
some thoughts, observation of external 
events, or, perhaps, some unspecified 
feelings. 

Mr. Beer explains that the re-creation 
of this complete control system in man- 
made machinery is the aim of cybernetics. 
The difficulty is that while we are now 
able to create thrust enough to lift the 
moonlets into orbit and while we now 
know what makes the H-bomb tick, we 
do not know what exact sequence of bio- 
logical events makes the hand move and 
grip the knob on the TV set. Thus, we 
cannot re-create in a machine the un- 
known complex chemical, perhaps elec- 
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trical, control process which works through | 


nerve fibres and muscle tissues. It is as 
if these events occurred behind the walls 
of a ‘black box’? and we are only al- 
lowed to observe the “inputs” into and 
the “outputs” of the black box. 

Could we, however, create some ma- 
chinery, without discovering what is in 
the black box, which behaves like this 
biological cybernetic system? Mr. Beer's 
answer is: Yes. He shows, through sev- 
eral chapters of the book, how an answer 
to the question is obtained. He describes 
results, several prototypes of elements of 
future cybernetic robots, like the follow- 
ing four: 


1. The Turing machine or the “uni- 
versal automaton.” It is capable of de- 
tecting events, of changing its own state, 
of shifting its position to detect other 
events, and of taking some action which 
alters what is happening outside the ma- 
chine. A machine of this sort conceivably 
could learn how more complicated ma- 
chines behave and imitate their behavior. 

2. Maze-solving machines. These ma- 
chines imitate the learning process of rats 
trained by a system of rewards and pun- 
ishments. 

3. Grey Walter’s “‘ortoise.” It per- 
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ceives and follows light impulses and | 


when properly equipped with a light 
bulb and paired with another “‘tortoise”’ 


it performs motions which resemble the 


“mating dance” of some animals. 


4. The teaching machine built by | 


Gordon Park. This machine can train, 


for instance, a keypunch operator. The | 


machine instructs the trainee which key 
to press down; it remembers the statistical 
frequency of errors and adapts the se- 


quence and the speed of instructions to 


the error rate. 


These elementary cybernetic machines | 
serve as empirical proofs of the feasibility | 


of building more complicated systems. 
They prove that we do not have to know 


what goes on in the black box of the | 


‘living’ systems; yet, by properly dis- 
secting their observed behavior into the 
useful elements of learning and into ele- 


ments of overt behavior, we can create | 


machine analogues. The prototype ma- 


chines prove certain mathematical ideas | 


which are the foundation of the engineer- 
ing feasibility of the complex systems. 

Has cybernetics any immediate practical 
consequence? In Chapter XVI, the author 
presents a sketch of a cybernetic factory. 

(Continued on page 444) 


a 


DISTRIBUTION COST ACCOUNTING 
by F. M. EISNER, C.P.A. 





Describes in detail a complete and thoroughly | 


tested system—from original sources to prepara- 
tion of statements for cost reduction and per- 
lormance controls—reveals weak spots in major 
areas, such as: labor, inventory, salesmen’s costs, 
sales mixture, factory and marketing expenses 
small orders, office salaries, equipment utilization, 
teturned goods, credits, etc. 554 pp. $12.50. Charles 
M. Eisner, 70 Linda Ave., White Plains, New York. 


a 
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CORPORATE 


RECORDS 
RETENTION 


IN THREE VOLUMES 


Volume 1: A Guide to U. S. Federal Requirements $10.00 
Volume 2: A Guide to Canadian Federal and Provincial Requirements $10.00 
Volume 3: A Guide to Requirements of State Governments of the U. S. $20.00 


Covering statutory and regulatory requirements for retaining business 
| records—general corporate, tax, labor, securities, trade and commerce; 
specific regulations for 15 major U.S. industries; particular require- 
ments for eight Canadian industries; information on microfilming in lieu 
of original records; over 1,000 pages covering statutes and regulations 
of 50 states and the District of Columbia; indexed for easy reference. 
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| 
| [) Vol. 1 (U.S. Federal) $10.00 [ Vol. 2 (Canadian) $10.00 [] Vol. 3 (U.S. States) $20.00 | 


| [] Send me a descriptive brochure. | 
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WHAT MAKES A 
OF.0 Oi 68 7.4 KO). 
ACCURATE? 


. 


We're proud of the mechanical accuracy 
of the Friden fully automatic calculator. 
But neither it nor any other calculator can 
get a right answer from a wrong entry. 
The calculator that allows the smallest 
margin for operator error will actually 
prove to be the most accurate. 

The Friden SBT requires fewer manual 
keystrokes, fewer operator decisions than 
any other calculator on the market* In 
terms of day-to-day output, this makes it 
the most accurate calculator you can buy. 
For a no-obligation, ten-minute demon- 
stration of “The Thinking Machine of 
American Business,” call your Friden 
man or write: Friden, Inc., San Leandro, 
California. 

*This is PRACTIMATION: automation 
so hand-in-hand with practicality there can 
be no other word for it. 


Ce ° 


FRIDEN, INC., SALES, INSTRUCTION, SERVICE 
THROUGHOUT THE U.S. AND THE WORLD. 


© 1960 FRIDEN, INC. 
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It would be easy here to slip into science 
fiction, but Mr. Beer courageously stays 
with the theoretical and practical analysis 
of the complex man-machine system from 
the standpoint of the cybernetic concept 
of control and performance. Just how 
imminent is the construction of a robot 
factory which completely controls itself 
(and possibly notifies its owners about 
performance by mail)? There are some 

roblems, not only economic ones, to be 
solved before such a factory can be built. 
First, the choice of material is a problem. 
Can a factory of such complexity be made 
of conventional materials? We already 
have machines the performance of which 
is controlled by computers. But present- 
day computers, although they do perform 
extraordinary tasks, have a limited mem- 
ory and speed which is inadequate for 
complex control function required by a 
cybernetic factory. The author examines 
the possibility of using unorthodox mate- 
rials, such as organic fibres. Further prob- 
lems of design arise in the sphere of be- 
havior and communication which are too 
complex to be reviewed here. All in all, it 
is unlikely that a cybernetic factory will 
be going up on the vacant lot next door 
within a short time. 

The merit of the book lies in its bring- 
ing the concept of cybernetic control to 
the attention of the reader. Often such 
radical concepts help to reorganize 
thoughts, develop new ideas which, when 
applied, provide novel approaches to old 
problems. Mr. Beer has performed ad- 
mirably in presenting these difficult con- 
cepts and the thought "daa underlying 
the development of cybernetics as a sci- 
ence. The text flows well and at places it 
reads as if it were the text of a lecture. 
The reader, however, should be warned; 
the content has to be followed carefully. 
Connective summaries of chapters which 
deal with the same aspect of cybernetics 
are provided and should be read not only 
before but, also, after each of the major 
parts. 


LABOR TURNOVER: 
CALCULATION AND Cost* 


By Frederick J. Gaudet 


“In general,’ the author says, “man- 
agement regards labor turnover as costly 
and wasteful. Unfortunately, the informa- 
tion usually given to top management 
about the extent and cost of turnover 

. is either nil or very meager and, 
therefore, possibly misleading.” This ex- 
amination of the problem covers methods 


| of measuring labor turnover; related fac- 
| tors in labor turnover, including absentee- 
| ism, accidents and the size of the com- 


pany; and attacking the labor turnover 
problem. 


|  * Published by the American Management 
| Association, 1515 Broadway, New York 36, 
LN. Yin$5.25. 


MANAGEMENT ACCOUNTING 
PROBLEMS IN FOREIGN OPERATIONS* 


Since basic techniques of accounting 
for business transactions are the same re. 
gardless of national boundaries, this stud 
began with an attempt to discover the 
problems which arise in applying these 
techniques to foreign operations, but 
which are not encountered in purely do- 
mestic operations. 

The results of the study, which in- 
cluded interviews with accounting and f- 
nancial personnel of companies engaged 
in foreign operations are presented under 
the following chapters: Accounting Prob- 
lems of Foreign Operations; Translating 
Foreign Currency Accounts to U. S. Dol- 
lars; Translation Practice—Balance Sheet 
Accounts; Translation Practice—Income 
Statement Accounts; and Reporting to 
Management on Foreign Operations. 


* Published by the National Association of 
Accountants, 505 Park Ave., New York 22, 
NwY. €2:50: 


MAINTAINING THE PRODUCT 
PORTFOLIO: THE COMMERCIAL 
DEVELOPMENT CONCEPT* 


As discussed in this report, commercial 
development encompasses five broad func- 
tions: Determination of objectives, detec- 
tion of ideas and markets, definition of 
commercial potentials, decision-making, 
and direction of development programs. 
The eight papers making up this report 
cover the input and output of commercial 
development, its importance to product 
planning, a case study in organizing the 
program, sources and costs of essential 
know-how, and two companies’ expeti- 
ences in putting technology to work. 


* Published by the American Management 
Association, 1515 Broadway, New York 36, 
IN; ¥ $2325. 


A StuDy OF COMPANY-SPONSORED 
FOUNDATIONS* 
By Frank M. Andrews 


This study of company-sponsored foun- 
dations, the ‘‘new species in the philan- 
thropic world,” is based on information 
originally gathered for a study of the 
contribution programs of companies in 
the Chicago metropolitan area in 1956. 

In addition to advantages and prob- 
lems of company-sponsored foundations, 
the report includes discussions of the te- 
cent rapid growth of such foundations, 
their goals and objectives, administration 
and financial operations, the causes they 
support and how their programs afe 
planned, as well as numerous tables and 
charts. 


* Published by the Russell Sage Foundation, 
505 Park Ave., New York, N. Y. $1.50. 
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Depreciation Survey Begun 
With Law Changes in Mind 


In order to evaluate the many proposals 
for changes in the tax laws relating to 
depreciation, the Treasury Department 
has undertaken a survey to obtain statisti- 


| cal information on current practices in 


this field, according to Under Secretary 


| Fred C. Scribner, Jr. 


The survey is expected to cover about 
6,000 businesses, large and small, making 
up a cross section of American industry. 
Last month questionnaires went to some 
2700 corporations in manufacturing, non- 
manufacturing and public utility fields. 
A large number of smaller businesses 
will be reached next. 

The study is being conducted in co- 
operation with the Small Business Ad- 
ministration to assist in effective coverage 
of small business. Tax-writing committees 
of Congress have also been kept closely 


informed as to the study’s objectives. 


| Elections Don‘t Faze Stock Market 


In the July 1960 issue of The Ex- 
change, published by the New York Stock 
Exchange, a study of presidential elec- 
tion effects upon the stock market, go- 
ing back to 1940, is reported. To sum 
up its findings, the magazine says, these 
points seem to be valid: 


1. There is no over-all election year 
pattern. The market is influenced more 


| by deep-seated economic factors than 





by political considerations—although 
admittedly the latter may affect the 
former. 

2. Election results may have a brief 
but sharp impact on the market. 

3. The smmediate eftect of election re- 
sults on the market may carry through 
—or they may be reversed. It seems 
likely that once election results are di- 
gested, the market again comes under 
the primary influence of economic de- 
velopment or expectations. 


N.Y. State Society of CPA’s 


| 


Revises 31-Year Rules on Ethics 


Following a four-year study, the New 
York State Society of Certified Public 
Accountants has made a major overhaul 


| of its rules governing professional con- 


duct. 
According to Benjamin Grund of 





oten 


Seidman and Seidman, president of the 
Society, “the revised rules strengthen 
and expand an already rigorous ethical 
code governing the profession so that 
it can discharge the increased responsi- 
bilities imposed on the profession by 
business and public, and meet the ethi- 
cal challenges of complex accounting, 
auditing, and tax situations.” 

Another important purpose of the 
rules pointed out by Mr. Grund was to 
conform them, wherever practicable, 
with the corresponding rules of profes- 
sional conduct of the American Insti- 
tute of Certified Public Accountants, 


States Cashing In 
on Use-Tax Decision 


State governments are moving rapidly 
to collect use taxes from out-of-state sell- 
ers under recent approval of the U.S. Su- 
preme Court. Now interstate firms which 
sell locally through independent jobbers 
may be required to collect and remit use 
tax, reports Commerce Clearing House. 
Such sellers are also confronted with the 
strong probability that state lawmakers 
will be stimulated by the recent decision 
to broaden the application of their use-tax 
laws to many more facets of trade moving 
in interstate commerce. 


Many Firms Restrict Air Travel 


The National Industrial Conference 
Board reports that out of 275 United 
States companies queried, 116 carry out 
some travel restrictions. Policies or prac- 
tices of restriction most commonly refer 
to air travel only and are applied more 
rigidly to top executives than to other 
management personnel, according to the 
survey. 

The firms, which have no restrictions, 
while generally recognizing the hazards 
of group travel, give a variety of reasons 
for their lack of restrictions such as “little 
occasion to travel as a group,” or “exef- 
cise of good judgment is more effective 
than rules.” Of the 116 companies that 
have travel restrictions, only about one in 
three has written rules. 

Restrictions follow different patterns 
according to the needs of individual com- 
panies. However, they generally include 
limitations on the number of key exea- 
tives that are to travel together, two of 
three being the most frequently men- 


THE CONTROLLER * SEPTEMBER, 1960 


XUM 





tic 


of 


reli¢ 
the 
pora 
com 
rate 
Hou 
O 
inde 
choo 
the « 
ten s 
and 
elect 


All- 
Trar 


Tl 
comy 
eral | 
plica 
need. 
mach 
gene! 

W 
callec 
autor 
and s 
perm 
with 
of m 


THE C 


of the 
ngthen 
ethical 
so that 
'Sponsi- 
ion by 
1e ethi- 
unting, 


of the 
was to 
ticable, 
profes. 
1 Insti- 
nts. 


rapidly 
ite sell- 
J.S. Su- 
> which 
jobbers 
mit use 
House. 
ith the 
makers 
lecision 
use-tax 
moving 


ference 
United 
rry out 
if prac- 
y refer 
1 more 
» other 
to the 


ictions, 
hazards 
reasons 
; “little 

“exer- 
ffective 
es that 

one in 


yatterns 
al com- 
include 
execu- 
two of 
y men- 





=R, 1960 





tioned number. Top executives, such as | 


the board chairman and the president, are 


often specifically restricted from traveling 
together, the study shows. 


Computer Center for Education 
and Research Opens at USC 


During the fall of 1960, at the Uni- 
versity of Southern California, Reming- 
ton Rand will install a Univac solid-state 
30 with magnetic tape units. Already, the 
company has set up a complete line of 
90-column punched card equipment, in- 


duding a Univac 120 electronic computer 


and a model 330 electronic punched card 


calculator. The location is USC’s new | 


Computer Center for Education and Re- 
search. 

Next June at the Center, Minneapolis- 
Honeywell will install a Honeywell 800 
electronic data-processing system includ- 
ing a central processor, tape control, mag- 
netic tape transports, printer-card reader- 
card punch control, high-speed printer, 
card reader and card punch. 

Both company employes and university 
students will use the Center for training. 
Each company will cooperate with the 
University in new research projects in the 
field of computer science. The USC Com- 
puter Center is believed to be the only 
one of its kind in the United States which 
contains equipment installed by two com- 
panies in the same building on a univer- 
sity campus. 


Corporate Tax Bypassed 
Under Option 

Taking quick advantage of a new tax 
telief law passed by Congress in 1958, 
the owners of 30,000 closely held cor- 


porations elected to pay income tax on | 


company earnings, bypassing the corpo- 
rate tax, according to Commerce Clearing 
House. 

Only domestic corporations which are 
independent of others have the right to 
choose this special tax treatment. Further, 
the corporation must have no more than 
ten shareholders, all individuals or estates, 


and all shareholders must agree to the | 


election. 


All-Transistorized Computer 
Translates English Words 

The general-purpose, medium-priced 
computer market has a new entry in Gen- 
eral Electric's GE-225. Both scientific ap- 
plications and business data-processing 


needs are said to be served by the new | 
machine, which is the company’s first | 


general-purpose model. 


With a new programming feature | 


called a “general compiler,” the GE-225 
automatically translates English words 


and symbols into machine language. This | 


permits it to be programmed by personnel 


with little or no training in the language | 
of modern computers, it is claimed. 
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Getting the 
most out of 
depreciation 


Adapted from one of the Clients’ Service Bulletins of The American Appraisal Company 


Today’s tax laws and regulations 
permit you to recover more of the 
cost of a depreciable item in the 
early years of its use than you for- 
merly could. 


Adjustments in remaining lives 


Depreciation is computed on the 
estimated useful life of an asset. The 
regulations carry forward the previ- 
ously expressed philosophy about 
making periodic adjustments in the 
estimate of remaining lives. One 
provision which should not be over- 
looked states: ‘““The estimated re- 
maining useful life may be subject 
to modification by reason of condi- 
tions known to exist at the end of 
the taxable year and shall be rede- 
termined when necessary regardless 
of the method of computing depreci- 
ation. However, the estimated re- 
maining useful life shall be redeter- 
mined only when the change in useful 
life is significant and there is a clear 
and convincing basis for the rede- 
termination.” 

How can you tell when “‘signifi- 
cant” adjustments may be made in 
the depreciation provision? One in- 
stance would be when modernization 
or changes in methods or products 
make existing assets obsolete sooner 
than originally assumed. Another 
would be multiple-shift operations 
which increase the wear and tear and 
shorten the life of machinery. 


Need for item control 


The adjustment of remaining lives 
will be easier to determine—and to 
support — under item control of de- 
preciation than it will be under group, 


composite or classified accounts. 
Attention can then be concentrated 
on specific items rather than on a 
conglomerate group of assets with 
varying life expectancies. 

When you keep a detailed prop- 
erty record, with true item control 
of depreciation, it is easier to verify 
the assets periodically and to review 
and adjust the remaining useful lives 
as conditions warrant. 

x *& * 


American Appraisal Service furnishes up- 
to-date, authoritative information about 
assets and the adequacy of depreciation 
provisions. Conclusions are reached only 
after careful consideration of all factual 
data. An American Appraisal report repre- 
sents more than half a century of experience 
in the field of valuation for purposes of 
taxes, property control, accounting, insur- 
ance and corporate financing. 


Th AMERICAN 
APPRAISAL 


Company® 
SINCE 1896...LARGEST...MOST WIDELY USED 
Home Office: Milwaukee, Wisconsin 


Atlanta Cincinnati Kansas City Philadelphia 
Baltimore Cleveland Los Angeles Pittsburgh 
Boston Dallas New Orleans St. Louis 
Buffalo Detroit New York San Francisco 
Chicago Washington 


Canadian Appraisal Company, Ltd. 
Montreal and Toronto 


The American Appraisal Co., Dept. C 
525 E. Michigan St., Milwaukee 1, Wis. 
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CONTROLLER 


. . . How well known are you in 
the more than 1400 colleges and 
universities in the U.S. and Can- 
ada? 


You are probably too modest. 
Approximately 60% of account- 
ing graduates enter the public ac- 
counting field annually, according 
to unofficial estimates. Many stu- 
dents automatically equate ac- 
counting with public accounting. 


. . Are you concerned about 
how this will affect your staffing 
requirements for the future? 


Unquestionably. Qualified ac- 
countants are harder to find this 
year than last, notes a recent 
Wall Street Journal survey; the 
ratios of offers to acceptances has 
increased to 4 to 1 from 3 to 1 
last year. 


. . Is there anything you can do 
to reach these students now to in- 
terest them in, and prepare them 
for a future in controllership? 


First, introduce yourself through 
your magazine, THE CONTROL - 
LER. Take advantage of the 
special Educational Subscription 
price* and set up your own direct 
line to the college or students of 
your choice by providing them 
with a subscription to THE CON- 
TROLLER. 


*$4.65 a year; add 50¢ extra for 
Canada and foreign. 












TOP MEN ... 


Thomas H. Carroll recently was named 
president of George Washington Univer- 


| sity, Washington, D. C. He is expected 
| to assume his responsibilities at the be- 


ginning of next year... . A. Gordon 
Patterson was elected president and a di- 





aA 


MR. CARROLL 


| rector of Yale & Towne Manufacturing 
| Company, New York. 


ADDITIONAL DUTIES .. . 


Rudolph Epstein was elected secretary 
and treasurer, as well as a director of 
Gruen Industries, Inc., New York; he 
retains the titles of vice president and 
controller. 


NEW CONNECTIONS .. . 


Ronello B. Lewis has become a con- 
sultant to industry in Greenwich, Conn. 
.. . Earl A. Matheney recently became 
treasurer of Mid-America Pipeline Co., 
Tulsa, Okla. Mr. Matheney is a past pres- 


| ident of the Kansas City Control of Con- 


trollers Institute. . . .T. F. Olson has 


| joined the Eimco Corporation, Salt Lake 
| City, Utah, as their vice president-finance. 


MR. MATHENEY 





MR. PATTERSON 


MR. OLSON 


The appointment of Lyle N. Omdahl 
as controller for Omark Industries, Inc,, 
Portland, Oreg., was announced recently. 
. . . Alfred G. Paulson has been named 
vice president and controller of Ruder & 
Finn Incorporated, New York. . . . Clar- 
ence B. Rex is now controller of Sterling 
Drug Inc., New York. 





Wilbur P. Auvil has been appointed 
controller and assistant secretary of the 
Roberts Co., City of Industry, Calif. . . . 
Arthur P. Brown has joined Tele-Dynam- 
ics Division of the American Bosch Arma 
Corp., Philadelphia, Pa., as controller. 
. . . Clark Equipment Company, Bu- 
chanan, Mich., has appointed Eugene A. 
Keen assistant comptroller. . . . Thomas 
J. Corbally is the new treasurer of Waitt 
& Bond, Inc., New York. . . . Edmund 
A. Krider is now vice president of Taylor, 
Rogers & Tracy, Chicago, III. 


PROMOTIONS .. . 


The appointment of Robert J. Bar- 
rett, Jr. as director of administration of 
the Thompson-Ramo-Wooldridge Prod- 
ucts Co. Division of Thompson Ramo 
Wooldridge Inc. was announced recently. 


MR. BARRETT 
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MR. BILLERA 


_. |. John Billera was elected execu- 
tive vice president of U. S. Industries, 
Inc, New York. . . . Ex-Cell-O Cor- 
poration, Detroit, Mich., has announced 
the election of Earl E. Conlin as vice 
president-finance. . . . Munro Corbin re- 
cently assumed the responsibilities of vice 
president-finance of Rockwell Manufac- 
turing Company, Pittsburgh, Pa. 

Wallace G. Ginder is now vice presi- 
dent of Petrolane Gas Service, Inc., Long 
Beach, Calif. . . . The election of John 
I. Mera as vice president of B. T. Bab- 
bitt, Inc., New York, was announced re- 
cently. Security Columbian Bank- 
note Company, New York, has elected 
Grant U. Meyers financial vice president. 
... J, N. Ryder was named senior vice 
president of Washington Mutual Savings 
Bank, Seattle, Wash. . . . Roland L. Syl- 
vester is now treasurer of Associated 
Spring Corporation, Bristol, Conn. 


EXTRACURRICULAR ACTIVITIES .. . 


John A. Williams, consultant, Niagara 
Mohawk Power Corporation, Syracuse, 
N. Y., was appointed to the State Advisory 


MR. MERA 


Council on Employment and Unemploy- 
ment Insurance by Governor Rockefeller 
of New York. . . . Marion Simpsen, 
controller, Fox Paper Company, Cincin- 
nati, Ohio, has been elected to a two-year 
term as national director of the National 
Association of Accountants. ... A. A. 
Buzzi, vice president-finance, Shell Oil 
Company, New York, was appointed 
chairman of the Petroleum Industry for 
the 1960 Volunteer Fund Raising Cam- 
paign of the New York State Citizens 
Committee for the public schools... . 
Herbert Schachtschneider has been re- 
elected chairman for 1960-61 of the 
Controllers’ Congress, National Retail 
Merchants Association. Edward B. Cagle, 
Hochschild, Kohn & Co., Baltimore, Md., 
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Expert Space 
s Planning Means 


Ss Efficient and 
(4 


Economical 
PLANNERS & 


Office Operation 
Phone or Write 


DESIGNERS 
__ 53 Park PI., New York 7, N. Y., WOrth 2-6080 — 








ASSISTANT CONTROLLER 


Large corporation operating through- 
out the United States and Canada in 
several fields of activity has oppor- 
tunity for Assistant Controller for 
general supervision of divisional con- 
troller setup. Should be Certified 
Public Accountant with broad Fed- 
eral income and state tax experience 
and be able to command respect be- 
cause of ability. Annual compensa- 


MR. GINDER 

was elected first vice chairman and Harry 
W. Krotz, Jr., J. W. Robinson & Co. Inc., 
Los Angeles, Calif., second vice chairman 
while C. Robert McBrier, Woodward & 
Lothrop, Washington, D. C., was elected 
secretary-treasurer. 


SPEAKERS .. . 

The following men will participate in 
seminars to be held by the American 
Management Association at the Hotel 
Astor, New York: 

George G. McConeghy, assistant con- 
troller, American Chicle Co., Long Island 
City, N. Y., will be one of the speakers 
at the seminar on “Organizing and Ad- 
ministering the Internal Auditing Func- 
tion,’ September 19-23. . . . Roy Sand- 
quist, treasurer, Daystrom, Inc., Murray 
Hill, N. J., will chair the seminar on 
‘Organization and Administration of the 
Treasurer's Job,’” September 26-28... . 
E. A. Vaughn, Controller's Division, 
Aluminum Co. of America, Pittsburgh, 
Pa., will act as associate chairman at the 
seminar on ‘The Tax Executive's Job— 
His Relationships Within and Outside 


tion, commensurate with experience 
and ability together with profit shar- 
ing, pension, and restricted stock 
option plans. Replies kept strictly 
confidential. Give full personal de- 
background and 


tails, experience. 


Box D2465. THE CONTROLLER, Two 
Park Avenue, New York 16, N. Y. 














“There is something that is much more 
scarce, something rarer than ability. It 
is the ability to recognize ability.” 


FROBERT 
Har 


PERSONNEL AGENCIES 


130 WEST 42 STREET, NEW YORK 36, N. Y. 
LOngacre 4-3834 





MR. SIMPSEN 


the Company,” October 5-7... . C. G. 
Schiesz, comptroller, the Budd Co., Phil- 
adelphia, Pa., will chair the seminar on 
“Increasing the Effectiveness of Reports 
to Management,” October 24-26. 

Among those presenting case studies 
at the AMA meeting on “The Corporate 
Role and Policy in Political Activity” to 
be held September 8-9 at the Savoy-Hilton 
Hotel, New York, will be Marion M. 
Johnson, vice president, Brown-Forman 
Distillers Corp., Louisville, Ky. 

e 


Specializing exclusively in 
accounting and related pe:sonne! 
controllers 
treasurers 
internal accountants 
cost/budget men 
systems men 
tax men 
internal auditors 
office managers 
bookkeepers 
public accountants 
In the August 1960 issue of THE CoNn- 
TROLLER the name of C. G. Tournay was 
misspelled. Mr. Tournay is president of 
Weirton Steel Company Division of Na- 
tional Steel Corporation, Weirton, W. Va. 


DIRECTED BY A CERTIFIED PUBLIC ACCOUNTANT 




























W. J. MILLER 
Del E. Webb Construction 
Co. 
Arizona 





ROGER F. BROWN 
The Chesapeake and 
Ohio Railway Company 
Cleveland 


CLAYTON A. KOLSTAD 
Sargent & Company 


Bridgeport 


WILLIAM H. HARRISON, JR. 
Texas Electric Service 
Company 
Dallas 





HARVEY H. EICH 
Mastic Corporation 


Michiana 





DONALD A. KELLER 


Stecher-Traung 
Lithograph Corp. 





Rochester 


JAMES T. BLACK 
Molson‘s Brewery Ltd. 


Montreal 





ROBERT H. SHEPLER 
Denver United States 
National Bank 


Rocky Mountain 





ALFRED J. HOEFER 
Libby, McNeill & Libby 


Chicago 





JOHN P. FRAZIER, JR. 
The Travelers Insurance 
Company 
Hartford 





ARTHUR C. RHYNE 
General Gas Corporation 


New Orleans 





LEO J. BOUSQUET 
C. F. Church Div.—Ameri- 
can Radiator & Standard 


Sanitary Corp. 
Springheld 








1960-1967 


PRESIDENTS 
OF CONTROLS 


CONTROLLERS INSTITUTE 
OF AMERICA 
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C. MILTON ALLEN FREDERICK C. GENS 
Trunkline Gas Company 
Inc. 


Houston Long Island 


JACK R. YOUNGER 
International General 
Electric Puerto Rico, Inc. 
Puerto Rico 


JOSEPH F. DiFULGO 
Luria Brothers & 
Company, Inc. 


Philadel phia 


ROGER |. PRIDDLE 
Grand & Toy Limited 


WILLIAM M. HALL 
Lipe-Rollway Corporation 


Syracuse Toronto 


* SECTIONS | & Il comprising 35 Controls appeared in the July and August issues of THE CONTROLLER 
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Controller’s Management Role (coninued from page 406) 


evaluating the financial aspects as they re- 
late to management decisions. In making 
these contributions, it is essential that the 
controller participate as one who is in- 
terested in profit maximization with full 
recognition of the necessity of reasonable 
business risk. His attitude must not be 
negative, nor must it be unduly clouded 
by short-term considerations. Indeed, in 
fact, the controller at this point becomes 
a manager in the general sense while still 
providing the special contribution that he 
makes in the way of interpreting, for joint 
consideration, the financial implications 
of the various management proposals. 

The exact relationship of the controller 
to the individual or individuals who con- 
stitute top Management is one that varies 
considerably in actual situations. There is 
much controversy over this. At the one 
extreme there may be situations where 
the controller, after submitting required 
factual data, is for all practical purposes 
excluded from the final management dis- 
cussions and final management decision. 
This is, of course, unfortunate and un- 
desirable. At the other extreme is the 
situation where the controller holds the 
final arbitrary veto power on all major 
management decisions. This, too, is 
equally unfortunate and undesirable be- 
cause it gives abnormal weight to the con- 
troller’s point of view and in fact elimi- 
nates broad management consideration. 

Unquestionably there is a proper middle 
ground. Under these circumstances the 
controller supplies the needed facts, and 
supplements them with the appropriate 
interpretations and evaluations as they re- 
late to the several management alterna- 
tives. Once having done this, however, the 
controller shares in the total management 
decision as one member of management 
with full understanding of his proper 
sharing in the risks involved. Thus the 
controller is not, as might be literally im- 
plied from his title, the one who controls. 
Rather, he provides the analysis which 
assists management at all levels to manage 


most efficiently and, in addition, he par- 
ticipates as a member of management in 
the actual management action program. 


SUMMARY AND CONCLUSION 


It should be evident from the forego- 
ing that the potentials of the controller- 
ship role are very great indeed. The con- 
troller must be a good manager himself 
and at the same time a member of man- 
agement. At the same time he must assist 
in rounding out other managers by giving 
them understanding and training in the 
financial aspects involved in the discharge 
of their particular management responsi- 
bilities. Certainly the potentials depend to 
a major extent upon what controllers 
make of them. In this connection organ- 
ization charts are helpful in providing 
some definition of responsibilities. It goes 
without saying, however, that organiza- 
tion charts are flexible and that they re- 
flect and respond to the relative ability 
and effort of the people on the chart. In 
the last analysis, the value of a man’s con- 
tribution is the deciding factor as to what 
his particular organizational responsibility 
shall be. 

Certainly management wants the type 
of contribution which is made by the con- 
troller and that need stands as a continu- 
ing invitation to whoever will respond 
to it. In most cases there are substantial 
obstacles, but more frequently than not 
they are overrated; and it is important 
that alibis not be permitted to dilute the 
will or the capacity of the controller to 
make his proper contribution. On the 
basis of the past and present, there has 
been a real demonstration of accomplish- 
ment by controllers, and there should be 
no lack of confidence that there will be 
the same record of achievement in the 
future. As for myself, I am confident that 
controllers as a professional group will 
meet the major challenges and provide 
the contributions that management 
greatly needs. 


so 


Standards for Internal Control (coninued from page 419) 


the control aspects of that activity will 
tend to erode. Experience indicates that 
almost all control measures will be cir- 
cumvented deliberately, although not 
necessarily with an ulterior motive, un- 
less performance of the control measures 
is subjected to review. For example, 
Operators of industrial metal-stamping 
machines equipped with safety har- 
nesses will frequently “neglect” to use 
the harnesses for one reason or another 
unless it is the practice to observe use 
of the harnesses and fine or otherwise 
penalize offending operators. In similar 
fashion, voucher clerks may omit verifi- 
cation of footings or extension, ware- 
house keepers may fail to lock doors, 
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janitors may ignore fire precautions. 

Adequate review requires a system of 
“responsibility reports’’ indicating that 
reviews have been made as prescribed 
and that responsibilities have been ac- 
cepted and discharged. Standard No. 3 
concerns itself with review and its cor- 
ollary calls for application of the report- 
ing technique to support and strengthen 
review procedures. 


TRAINING 

Standard No. 4 is directed at effec- 
tive utilization of training as a tech- 
nique of internal control. Obviously, 
elaborate training programs are not 
necessary in every case; on the other 
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hand, errors may result from the omis- 
sion of even very simple instructions. 
Adequate instructions, however brief, 
should be provided for every new as- 
signment. 

Closely associated with general train- 
ing is the requirement that no member 
of the organization become ac tay ssc 
ble. This may require relatively formal 
specialized training for chosen under- 
studies and/or the development of pol- 
icy folders and written procedures. 
Whatever the methods adopted, pro- 
vision for emergency replacement of 
key personnel by qualified substitutes 
is an essential of internal control. 
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PHYSICAL SAFEGUARDS 


Finally, thought should be given to 
the optimum use of insurance, vaults, 
safe-deposit boxes, banks, locked doors, 
fire-prevention measures, and the like. 
Obviously, the need for such precau- 
tionary measures varies with the asset 
or record and the circumstances in- 
volved. Steps for the protection of sub- 
stantial amounts of currency differ 
from those required for important rec- 
ords, inventories, or investments. Yet, 
unless steps are taken to provide appro- 
priate protection in each case, the 
control system falls below standard. 

A first reaction on reviewing these 
standards may be that they are too gen- 
eral, too brief. Certainly they do not 
provide a checklist of detailed internal 
control procedures. Yet in this very 
fact lies their chief usefulness. As stated 
earlier, they apply to any enterprise of 
any size or degree of complexity. Thus 
they provide something of a universal 
standard. By omitting detail and re- 
straining themselves to fundamentals, 
they aid in understanding the nature 
and purposes of internal control. They 
are not intended as an aid to memory 
but rather as stimulants to the imagina- 
tion. Internal control is actually ob- 
tained by the application of a limited 
number of specific techniques to a 
given situation. The standards are of 
such a nature that they direct attention 
to the basic techniques of internal con- 
trol. If the individual manager has an 
understanding of the techniques of in- 
ternal control, and it seems to us this is 
essential to satisfactory performance of 
the management function, the stand- 
ards as stated are sufficiently specific to 
assist him to review and evaluate any 
system with which he is familiar. 


DEPARTURES FROM STANDARDS 
A further caution in their application 
should be mentioned. No set of stand- 


| ards should be recommended for man- 


datory application in all cases because 


| goals not implicit in the standards may 


at times take precedence. When this oc- 


| curs, departures from the standard are 


in order. Management decisions com- 


against others, evaluating the relative 
merits of two or more sets of values. 
Thus, under some conditions, internal 
control may deliberately be weakened 
in order to obtain some other real or 
fancied benefit. An illustration may be 
helpful. 

Let us assume a company engaged in 
corstructing expensive equipment to 
order. Company policy calls for prepa- 
ration and review by a management 
committee of every estimate before it 
is submitted as a formal bid. This is 
considered necessary because of the ma- 


teriality of most bids and the possibility 
of substantial errors. One man, the 
president, refuses to operate within this 
policy. He is a dynamic, ‘‘go-getter” 
type, extremely effective in developing 
new contacts and bringing in new busi- 
ness. Frequently, with no advance 
warning or consultation, he will bring 
into the office a substantial order which 
he has already “accepted” in the name 
of the company. 

Here we have a flagrant violation of 
internal control standards. The require- 
ment of review of important actions, 
which in this case is specifically called 
for by company policy, is bypassed. In 
such a case the board of directors must 
decide whether they want good internal 
control or a free-wheeling president; 
they cannot have both. For a variety of 
reasons they may decide in favor of the 
president. He may have a substantial 
interest; his business-getting and other 
talents may be too valuable to lose; his 
experience and judgment may reduce 
the risk of error td acceptable propor- 
tions. Whatever their reasons, and let 
it be stressed that their decision may be 
managerially sound, if they decide to 
permit the president the freedom he 
demands, they are releasing an aspect of 
control. Thus internal control and its 
benefits must continually be balanced 
against alternative practices and their 
benefits. In some cases the best decision 
may be to sacrifice the advantages of 
internal control, but this decision 
should never be made in ignorance of 
the control benefits lost as a result. 

This emphasizes a point implicit in 
the definition of internal control of- 
fered in the first paragraph of this pa- 
per. Internal control is a means of en- 
couraging ‘‘adherence to prescribed 
managerial policies.” Once those poli- 
cies are established, internal control, by 
its very nature, must try to assure their 
implementation. It questions them only 
when policies come in conflict with 
each other, and here it is bound to 
recognize the primacy of that policy 
originating on the higher or highest 
level. There are methods of reviewing, 
testing, and evaluating the relative de- 
sirability of policy decisions, but this is 
not a function or service of internal con- 
trol. Internal control aids and assists 
policy; it does not criticize or judge. 
Its standards help to point out any 
failure to apply satisfactory control 
features but the ultimate decision as to 
the relative importance of internal con- 
trol versus other desiderata rests else- 
where. 

These standards are offered here as a 
first attempt at reducing the complex 
subject of internal control to a small 
number of important and fundamental 
statements. We believe they have real 
usefulness. We are hopeful that they 
may, in time, be improved. 
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